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Whali new in packaging? 


AMA’s PACKAGING CONFERENCE 
AND EXPOSITION 


APRIL 20-23 . NAVY PIER ° CHICAGO 


Whuar's new in packaging? Alert executives realize the importance of this 
question to their companies. They know, too, from past experience, that 
AMA's annual Packaging Conference and Exposition—the biggest event of its 
kind in the packaging world—offers them the most detailed and up-to-the- 
minute information on how America's leading companies are solving every 
kind of packaging problem. Because so many of them are already making 
plans to attend this year’s Conference—the largest and most comprehensive 
to date—you'll be wise to register now. 


Organizing and Coordinating the Packaging Activity 
Packaging Problems in Changing Product Line 
Reduction of Product Damage in Shipping 

Ways of Reducing Your Shipping Insurance Costs 
Converting the Package for Self-Service Retailing 
Testing Consumer Acceptance of New Label Design 
How to Put “Sell into Your Packaging 


THE PACKAGING EXPOSITION 


AMA's 22nd National PACKAGING EXPOSITION, the largest and most varied 
exhibition of packaging materials and equipment ever held anywhere, with 
experts in every phase of packaging on hand to answer your individual 
questions ... 


and — for the first time at a Packaging Conference... 


a@ Workshop Exhibit of company forms, brochures, and programs relating to 
all phases of packaging activity. 
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Tse Manacement Review is published monthly by the American Management Association at 330 West 
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March, 1953. Entered as second-class matter March 26, 1925, at the Post ce at New York, N. Y., 
urder the Act of March 3, 1879. 

Changes of address should be forwarded to the publishers one month in advance, and posta! unit 
numbers should be included in all addresses. 

The object of the publications of the American Management Association is to place before the members 
ideas which it is ho: may prove interesting and informative, but the Association does not stand sponsor 
for views expressed by authors in articles issued in or as its publications. 

An index to Tue Manacement Review is published annually with the December number. The contents 
are also indexed in the Industrial Arts Index. 
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General Management 


YOU CAN USE YOUR TIME BETTER 


To GET ALL levels of executive, tech- 
nical, and staff personnel to work and 
produce on the level for which they are 
paid is a major and costly problem of 
human engineering. For many execu- 
tives, the day’s work insidiously tends to 
become saturated with work that other 
people should be doing—and are already 
being paid to do. 

There’s a good parallel between rail- 
roading and management in this respect. 
“Good railroading” means using 6,000-hp. 
engines to roll big trains across country, 
and 500-hp. engines to switch cars around 
the yard. Similarly, “good management” 
means using executives for rolling man- 
agement problems “long distance.” Top 
men are not paid to do the little car- 
switching jobs. In terms of cost alone, 
it’s simply too expensive for railroads or 
managements to use the wrong engine for 
the wrong job. It is sheer bad manage- 
ment when a $5-an-hour man does $1.50- 
an-hour work. Besides, if you and your 
key people are spending your time on 
little matters that others are being paid 
to do, there may be nobody to give proper 
attention to the big problems. 

Simply setting a schedule is not enough 
to solve the time problem. The kind or 
level of work must be considered as well 
as the amount of time you'll have to 
spend. The following table, which is 
based on experiments with different time 
distributions, will provide the basis for a 
time-utilization scale that you can use 
as a guide. 


Working Type of Hours 
Time ork Daily Suggestion 


10% 
65% 


Routine 1 
Regular 5 


Delegate this 
Do this effec- 
tively 

Seek to do these 


These are the 
basis for pro- 
motion 


Broadly speaking, this means four 
things: 

(1) Delegate routine to a subordinate 
or a method. (2) Do your regular work 
efficiently, in about two-thirds of your 
time. (3) Accept special assignments will- 
ingly, and accomplish them with dispatch. 
(4) Look for and do creative work on 
the job. 

It should be pointed out, however, that 
such a scale means little if it isn’t trans- 
lated into action. To do this, it’s neces- 
sary to build a time budget based on the 
scale, and then to work out safeguards 
against job-hopping. 

Though no one can tell you how to 
schedule your own time in detail, there 
are many simple ideas and techniques 
that anyone can use to help get the most 
out of every day’s work. Here are a few: 

1. Increase ‘your reading-and-writing 
skill. This is basic. The aim is to do 
more reading and writing, of better qual- 
ity, in less time. Fortunately, it’s often 
quite possible to achieve these results on 
your own, without having to seek outside 
assistance. 

2. Make good notes—and keep them. 
The good note-taker can drop even the 


15% 
10% 


Special 1 
Creative 1 


For publishers’ addresses or information regarding articles or books, apply to the AMA Information Service. 
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biggest problems when necessary, confident 
that he can pick up the threads later 
without wasting time trying to remember. 


3. Use a sure-fire reminder system. 
Most formal reminder systems involve 
the use of cards or file folders. You'll 
find it an enormous time-saver to toss 
in little notes on virtually everything 
needing follow-up, whether large or small. 


4. Make up your mind the first time 
around. Don’t let loose ends always com- 
plicate things. Dictate or write that letter 
at once; if you don’t have the figure or 
the date you need to put in it, delegate 
someone else to get the information. If 
you alone can clean up the loose ends, 
write down a time to do it, and do it 
then. “Now” is not always the right 
time, but more often than not it is. 

5. Make weekly and daily plans, in 
writing. Decide on the importance of all 
projects you definitely have to work on, 
and fit them in order of importance into 
the pattern of your weekly time budget. 

6. Control your telephone. Don’t an- 
swer your phone if you can avoid it, 
but give the person who does answer it 


some guidance as to when you'd prefer 
to have a message taken so you can call 
back. You can easily set certain hours, 
as some executives do, when only the 
most urgent calls will be put through. 

7. Make dates specific. This will often 
save you inconvenience and embarrass- 
ment. Seeing your visitor as soon as he 
appears will also save his time which 
costs money, too. 


8. Give advance notice of meetings. 
Include some idea of what the meeting's 
to be about, too, and let people know 
what you'd like them to bring with them. 

9. Keep chit-chat under control. Purely 
social conversation is a vitally important 
part of business relationships, but it can 
easily be overdone. 


10. Don't be a fidgeter. There’s nothing 
worse than the executive who's so fearful 
of wasting a second that he literally sits 
on the edge of his chair and times every 
visitor. Carried to such extremes, the 
urge to save time results all too often in 
actually wasting it—to say nothing of the 


failure of communications that often re- 
sults. 


—W. E. Devey. Factory Management and Maintenance, February, 1953, p. 84:6. 


How They Reached the Top 


PICKED AT RANDOM from Who’s Who, 2,000 persons were asked what qualities 
helped them most to attain success and what qualities hindered them most. The 
following were most frequently cited: 


Aids: interest and satisfaction in one’s work; desire to learn everything possible 


about a job; a wish to help society; economic security as a goal; an aim to please 
someone; and desire to see that other people do things right. 


Hindrances: personal prejudice on the part of others; friction with co-workers; 
lack of proper background for the job; conservatism of associates; the necessity 
for making a living; and personal shortcomings. 

—This Week 1/18/53 


A Gossip talks about others; a bore talks about himself; a brilliant conversationalist 
talks about you. 


—Oregon Purchasing News 
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WHAT TRADE ASSOCIATIONS CAN DO FOR YOU 


Whar can a trade association do for 
your business? What are its limitations, 
practically and legally? The activities 
sponsored by trade associations are exten- 
sive, and vary according to the interests 
of members. Generally speaking, however, 
these are the types of benefit you might 
reasonably expect to gain from member- 
ship: 

Product Research: At least half of all 
active trade associations are engaged in 
product or technical research of some 
kind, such as new uses for old products, 
commercial applications of waste materials 
and by-products, improvement of quality 
standards, and reduction of damage in 
transit. When a particular research pro 
gram pays off, it can hit the jackpot for 
the entire industry. For example, new 
uses for Douglas fir plywood in sub-floor- 
ing, garden furniture, small boats, and 
other undeveloped markets lifted the 
whole industry out of the doldrums. 

Cross-Licensing and Patent Pooling: 
Arrangements for the exchange of tech- 
nical information and adoption of indus- 
try-wide standards have been successfully 
sponsored by a number of associations, 
primarily in fields characterized by fast- 
moving technological developments. Prod- 
uct standardization offers a particularly 
fertile ground for association efforts. 

Employee Education: Technical and 
vocational training courses for employees 
are becoming one of the most valuable 
services that associations can sponsor, par- 
ticularly in tight labor markets. Courses 
are usually given in local colleges or high 
schools, sometimes in members’ plants. 
Training in supervision and management 
techniques has been sponsored by many 
associations. Also, hiring practice stand- 


ards have been developed by some associa- 


tions to meet the problem of labor turn- 
over. 

Labor Relations: It has become in- 
creasingly important for companies to 
have complete industry facts at their 
fingertips in labor negotiations. Trade as- 
sociations are responding to this need by 
developing full and up-to-date data on 
labor relations, wage rates, job classifica- 
tions, provisions of labor contracts, incen- 
tive plans, productivity standards, and 
interpretations of federal and state labor 
laws. 

Operating Yardsticks: Industry statis- 
tics showing the ratios of specific expenses 
or costs to sales, broken down by size of 
firm and geographical location, are regu- 
larly collected and made available to mem- 
bers by many associations. Comparisons 
of such factors as stock turnover rates, 
bad debt losses, collection ratios, and net 
operating profit often pinpoint difficulties 
that would otherwise be missed. 

Public Relations: Smaller firms par- 
ticularly can look to the trade association 
for help in four important public-relations 
areas: 


1. Representation of the industry's posi- 
tion before government bodies. Legisla- 
tures often seek the help of reputable 
associations for accurate facts, and for 
statements of an industry's position. A 
well-established association can also be 
helpful to members in their individual 
dealings with government agencies. 

2. Public education to overcome un- 
favorable attitudes toward an industry. 

3. Joint trade promotions. Despite the 
high cost, these have been undertaken by 
some 125 different trade associations. 
Joint programs can be dramatically suc- 
cessful in building demand for new prod- 
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ucts, broadening the market, and gen- 
erally increasing public good will toward 
the industry. 

4. Self-policing of questionable trade 
practices, which are especially apt to arise 
in new and volatile industries, and in 
highly competitive trades attempting to 
market new types of products. In a num- 
ber of cases where careless or unethical 
operations by a few companies have en- 
dangered a whole industry, trade associa- 
tions have done an outstanding job of 
cleaning house by pushing the adoption 
of voluntary standards covering quality, 
ethical advertising and other practices. 

The first step in sizing up a trade as- 
sociation is to ask the director for a list 
of current activities and programs. Then 
estimate roughly what it would cost you 
to handle a similar program on your own, 
and compare this with the cost of mem- 
bership. Since the calibre of association 


leadership is vital, you will be wise to 
investigate the reputation of the execu- 
tive director in trade and government cir- 
cles, with other association executives, and 
with the public. Find out whether there 
is a nucleus of active members, whether 
the association possesses an effective board 
of directors, and whether its policies and 
programs are guided by active committees 
of industry members. 

Some companies steer clear of trade as- 
sociations for fear of “big fellow” domina- 
tion. This can happen, but it is usually 
forestalled by the fact that any new activ- 
ity requires approval by a majority, and 
because each member, regardless of size 
or dues assessment, has one vote. If mem- 
bership is divided between the big fellows 
and the little fellows, some associations 
establish separate programs geared to the 
needs of each, but coordinated to avoid 
duplication of effort. 


—Operations Report (Research Institute of America, Inc., 292 Madison Avenue, 


New York 17, N. Y.), February 10, 1953, p. 1:5. 


A Boss Is a Boss Is a Boss 


“BOSSES” who feel their best intentions and efforts are at times not fully appreciated 
may take comfort from an observation made by labor columnist Victor Riesel. 

Mr. Riesel recently reported in his syndicated column that the CIO office union 
which services Walter Reuther's UAW-CIO office in Detroit cast their votes 
against Walter Reuther in the balloting for a new CIO president. He also reported 
that the CIO office union which services Allan Haywood's office in Washington 
voted against Allan Haywood in the same election. 

His conclusions: “. . . A boss is a boss is a boss.” 


—Employee Relations News Letter (Employee & Plant Community Relations Division, General 
Electric Company, New York), 1/53 


THE BULK of American businesses—most of them small—are comparatively young, 
the Office of Business Economics, U. S. Department of Commerce, has reported. 
Half of the firms in operation at the end of last year had been operated by their 


present owners for 4% years or less. About one-third of the firms which were 
newly established or acquired by transfer did not survive beyond the first year; 
the reason, in many cases, was illness or retirement of the owner, or another oppor- 
tunity in a different business. 


—Bulletin of Commerce (U. S. Department of Commerce) 1/15/53 
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industrial Productivity—1914 vs. 1947 


BETWEEN 1914 and 1947, American industry increased its productivity per man- 
hour by 161 per cent—an average annual compound rate of growth of 2.95 per 
cent—while productivity per man-year rose during the same period at an average 
compound rate of 2.25 per cent yearly. 


This is one of the main conclusions of a recently published research analysis of 
productivity trends in American manufacturing,* based on the comprehensive end- 
result figures reported by the U. S. Census of Manufacturers for the period from 
the beginning of World War I to the end of World War II. 


During the 33-year period, the study shows, workers’ pay per man-hour (in 
terms of real wages) increased by 157 per cent—an average annual compound rate 
of 2.91 per cent. The worker's real income per man-year rose by an average of 
2.21 per cent—a rate of increase almost exactly equal to that of productivity per 
man-year. 


Actually, industry has shared with labor in nearly constant proportion all in- 
creases in production, at a long-term average rate of nearly 40 per cent of produc- 
tion value. It has also shared with customers the savings from productivity increases 
by a steady reduction in prices in relation to current wage-rates. In 1947 manu- 
factured product prices were 61 per cent lower, relatively, than in 1914—an 
average compound rate of reduction of 2.91 per cent yearly. 


If the long-term improvement in productivity continues, the report points out, 
the nation should by 1960 have achieved: (1) a 34 per cent gain over 1947 in 
productivity per man-year; (2) an increase of 34 per cent in the average worker's 
annual real income; (3) a 69 per cent expansion in the volume of factory output 
above that of 1947; and (4) an increase in employment sufficient to provide 
2,158,000 new full-time jobs, even with a concurrent increase of 34 per cent in 
average annual real incomes. 


* Progress in ip mee and Pay, All U. S. Manufacturing Combined. Eddy-Rucker-Nickels 
Co., Harvard Square, Cambridge, Mass. 80 pages. $2.50. 


Women Directors Build Good Will 


IF YOU WANT the best possible employee relations, elect a woman to your company’s 
board of directors. That's the advice of Eugene H. Clapp, II, president of the 
Penobscot Chemical Fibre Co., Boston. ; 

Mr. Clapp’s own firm has two women directors; one or the other visits the plant 
almost every month to talk with employees individually. Benefits to the company, 
says Mr. Clapp, are immeasurable. “By this means,” he explains, “we often get 
a different slant on employee thinking, which would otherwise be unavailable to us.” 

—Nation’s Business 1/53 


AMA GENERAL MANAGEMENT CONFERENCE 


The General Management Conference of the American Manage- 
ment Association will be held Wednesday-Friday, June 17-19, at The 
Hotel Statler, New York. 
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INDUSTRY SPURS RESEARCH PROGRAMS 


Scientiric RESEARCH and development 
in private industry is a multi-billion-dollar 
business. 

According to first reports from a na- 
tional survey conducted by the Defense 
Department’s Research and Development 
Board and the Labor Department’s Bu- 
reau of Labor Statistics, the national out- 
lay for such research, estimated on the 
basis of 1951 reports, totaled more than 
$3.5 billion in 1952. Two-thirds of this 
amount was for work performed in facili- 
ties owned or operated by industry. 


The survey, covering about 85 per cent 
of all industrial research and development 
in 1951, indicates a fourfold increase in 
research and development expenses within 
the past decade. Almost half of industry's 
reported research was financed by the 
government, mainly by the Department 
of Defense and the Atomic Energy Com- 
mission. 

Research expense made up 2 per cent 
of the reporting companies’ total sales 
or services in 1951. The highest propor- 
tion of outlay for research purposes—13 
per cent—occurred in aircraft manufac- 
turing. Electrical machinery and profes- 
sional and scientific instruments indus- 
tries devoted 6 per cent of sales and 
services to research. Both electrical ma- 
chinery and aircraft manufacturing indus- 
tries spent more than $400 million on 
research. 


Research outlay per engineer or scien- 
tist averaged $22,100, with a range from 
$16,500 in the chemical industry to a 

—Steel, February 9, 1953, p. 62:1. 


towering $68,600 in motor vehicle manu- 
facturing. With such an _ investment, 
companies are closely watching the rate 
at which engineers leave for armed serv- 
ices or other positions. Firms reporting 
to the survey lost an average of 16.4 per 
100 engineers in 1951. Military service 
calls caused only one-fifth of the separa- 
tions, but industry now fears that this 
proportion may increase. 

The cumulative effects of draft calls 
could hamper research under conditions 
of full mobilization, but industry is con- 
fident that it could increase its program 
if necessary. Some 70 per cent of report- 
ing companies replied that they were 
willing to take on new defense research 
contracts. 


Companies included in the survey em- 
ployed 94,000 research engineers and 
scientists, who were supported by about 
140,000 technicians and administrative 
and maintenanc. personnel. Supporting 
employees, like their fellow workers, 
were concentrated in relatively few com- 
panies with large research programs. 


The survey figures are encouraging in 
one way but definitely disconcerting in 
another. Research is one of our standing 
national assets. It should be expanded 
and refined to the limit of our capabilities. 
However, we should strive for a better 
balance between participation by govern- 
ment agencies and private industry. Par- 
ticularly, private enterprise should be 
given greater opportunities in the devel- 
opment of atomic energy. 


AN HOUR'S WORK by the average worker would buy in 1947 at least four times 
the goods and services a worker got for an hour in 1847, according to a study 


by The Twentieth Century Fund. 
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MATERIALS: A CURB ON EXPANSION? 


America’s constant struggle to im- 
prove living standards, to keep its econ- 
omy steadily expanding, and, simultane- 
ously, to hold international aggression in 
check, one great problem cuts across all 
of our future prospects. That is the 
crucial materials problem. 


The United States is using a staggering 
amount of material every year: about 
2,700,000,000 tons in 1950. Our re- 
sources are not keeping up with the 
drain; some 25 years from now, our 
economy probably will require some four 
billion tons of materials per year. “The 
nature of the problem,” says the report 
of the President’s Materials Policy Com- 
mission, “can perhaps be successfully 
oversimplified by saying that the con- 
sumption of almost all materials is ex- 
panding at compound rates and is thus 
pressing harder and harder against re- 
sources which, whatever else they may 
be doing, are not similarly expanding.” 

The outlook is a grim one: soaring 
demands, shrinking resources, and the 
consequent pressure toward rising real 
costs. The problem is not that we will 
have no more iron, or copper, or other 
basic materials, and that economic ac- 
tivity will suddenly run down. The es- 
sence of the danger relates to the real 
cost of materials—the hours of human 
work, the amount of capital needed to 
bring a pound of industrial material or a 
unit of energy into useful form. We 
face the threat of having to expend more 
in labor and in capital to win equivalent 
amounts of materials from resources 
which are dwindling in both quantity 
and quality. 

The question naturally arises: Is there 
any evidence that the real costs of 


materials are rising today? Between 1940 
and 1950 raw materials prices rose about 
20 per cent more than the average of 
all other prices. Since then, there have 
been both great rises and subsequent falls. 
This above-average rise in materials 
prices should give us genuine concern. 


One obvious approach to the materials 
problem—finding new domestic sources 
of materials—requires that we improve 
our knowledge of what materials we 
possess. Geologists tell us that the United 
States probably still possesses many large 
deposits of familiar minerals that have not 
yet been found. However, these are deep 
deposits, or at least hidden deposits that 
do not have outcroppings. To find them, 
we need new laws to permit profitable, 
large-scale search; to take advantage of 
them, we must improve our methods of 
recovery and extraction, cut the cost of 
handling low-grade materials, and get 
more energy from each unit of our fuels. 


Another approach—making better use 
of old and new materials—brings forward 
more jobs for technology: putting abun- 
dant raw materials to work as substitutes 
for the scarce, producing new synthetics, 
and exploring the qualities of many ma- 
terials now unused. The jobs technology 
should do are, in fact, endless; the jobs it 
can do, however, are sharply limited at 
present by our shortage of trained man- 
power. We must take steps to see that 
we train more technicians, and we shall 
need also to make sure that our research 


is directed toward solving first problems 
first. 


Of the many major tasks which indus- 
try must undertake if we are to mitigate 
the pressure of scarcities, perhaps the 
most important is long-range planning. 
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No longer can we afford to let materials 
problems work themselves out at a leis- 
urely pace; if more or less permanent 
scarcities or higher cost may plague an 
industry, its managers need to know 
about it well in advance. One answer 
to the planning problem might be for 
groups of companies and representatives 
of industries to band together in organi- 
zations for long-range research on the 
future of materials that affect their 


of study that the President’s Materials 
Policy Commission attempted for the 
entire economy. This is not a job that 
can be done once, and then forgotten; it 
must be carried on day by day, and year 
by year. 

If we develop enough concern for the 
future, enter vigorously into long-range 
industrial planning, and press for political 
action as necessary, our living standards 
will rise, our economy will grow and 


businesses. Inter-industry groups need to prosper, and we shall have the military 
do continuously for themselves the kind might to guard our freedoms. 
S. PaLey. Commerce, November, 1952, p. 21:7. 


Educators Learn the Facts of Business 


COOPERATING in the largest college-business exchange program in history are 64 
American corporations and 83 colleges and universities. 


For a period of six weeks in July and August, some 106 university and college 
professors and scholars will actually work in the offices and plants of corporations 
extending from New England to California and from Wisconsin to Texas. 


The program, conducted under the auspices of The Foundation for Economic 
Education, gives the educators an opportunity to match “some of their theories and 
beliefs against actual experience in business.” Results have been excellent. The 
president of one financial institution recently commented, “Let me assure you, we 
have gained far more than we have given.” Another executive said, “We are find- 
ing some rather unexpected benefits which perhaps pay off fairly directly on our 
investment in the program.” 


The program's objective is to give the educator—all the participants are selected 
from the teaching staffs of higher educational institutions—a fairly comprehensive 
picture of the op-ration of a business firm. This is done largely through interviews 
with supervisors and top executives. 


Business firms pay each fellow his transportation costs, plus $400 to cover living 
expenses for the six weeks. The 106 fellows in 1952 included a college president, 
a dean, several heads of departments, many professors and instructors, and one 
graduate student. Their fields of study included accounting, business, education, 
business English, finance, foreign trade, history, journalism, psychology, and secre- 
tarial science, as well as economics. 


—American Business 2/53 


STATE TAX TAKE: Campaign oratory about federal taxes and what to do about them 
undoubtedly obscured the fact that state tax collections hit another all-time high 
for fiscal 1952. The total, $9,800,000,000, was ten per cent above 1951. Citizens 
of Louisiana and Washington paid the highest per capita tax, $103, while New 
Jersey citizens paid the lowest, $36. Only two states—Delaware and South Dakota 
—reported lower collections. 


—Nation’s Business 12/52 
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LIVING BEYOND OUR MEANS. By Paul G. 
Hoffman. The Atlantic Monthly (8 Arling- 
ton Street, Boston 16, Mass.), November, 
1952. Though a balanced federal budget, in 
the author's view, cannot be achieved until 
genuine peace prevails in the world, efforts 
can and should be made to reduce govern- 
ment expenditures, particularly in the defense 
rogram. Much might be accomplished here, 
e suggests, by economy-minded procurement 
and a realistic review of personnel and ma- 
tériel requirements. 


THE FUTURE OF AUTOMATIC MACHINERY. By 
Norbert Wiener. Mechanical Engineering 
(American Society of. Mechanical Engineers, 
29 West 39 Street, New York 18, N. Y.), 
February, 1953. A lucid analysis, written by 
a leading expert on the theory of servo- 
mechanisms and automatic computing devices, 
of the social and productive potentialities of 
our rapidly advancing technology. Acknowl- 
edging that machines are likely some day to 
replace human workers in the performance of 
a wide range of tasks, the author argues that 
appreciation of the unique abilities of human 
beings to make value-judgments and complex 
decisions can make possible a vast increase in 
efficient employment for socially useful 
ends. 


THE HARD REALITIES OF “TRADE, NOT AID." By 
Betty Savesky. Commerce (1 North LaSalle 
Street, Chicago 2, Ill.), February, 1953. 
Foreign imports have represented only 3 to 4 
per cent of gross national product in recent 
years, yet American manufacturers contend 
that current imports constitute a serious peril 
to U. S. industry. Pressure against expanded 
imports, as this article illustrates, may lead to 
retaliation by foreign countries against Ameri- 
can merchandise, a shift in foreign trade 
toward Iron Curtain markets, and a loss of 
sources for raw materials which are vital to 
U. S. production. The author shows how U. 
S. manufacturers are expanding, improving, 
and promoting their own products to compete 
with such foreign goods as toys, bicycles, 
watches and sewing machines. 


THE CHANGING ASPECTS OF MANAGEMENT. By 
Roy W. Johnson. Systems Magazine (315 
Fourth Avenue, New York 10, N. Y.), Febru- 
ary, 1953. In this article, a top executive of 
a leading American manufacturing company 
examines the significance for management of 
the technological and social trends that have 


134 


developed during the past two decades. Chief 
among the problems facing business today, he 
believes, is the decentralization of managerial 
responsibility—which cannot be accomplished 
unless many forces now at work in our society 
have been halted or reversed. 


DECENTRALIZATION: ONE CURE FOR PRODUC- 
TION HEADACHES. By Scott Rogers. Factory 
Management and Maintenance (330 West 42 
Street, New York 36, N. Y.), February, 1953. 
Decentralizing manufacturing operations is 
practical for medium-sized and smaller plants 
as well as large industrial firms, it appears from 
the experience of this company, which set up 
four almost completely integrated “little fac- 
tories,” each with its own sales, purchasing, 
and design engineering staffs. Among the 
benefits realized have been increased flexibility 
of operations and sizable cost reduction— 
amounting in one division to 19 per cent. 


THE AMERICAN ECONOMY IN 1960: Economic 
Progress in a World of Tension. By Gerhard 
Colm, with the assistance of Marilyn Young. 
Planning Pamphlet No. 81, National Plan- 
ning Association, 1606 New Hampshire Ave- 
nue, N.W., Washington, 9, D. C., Decem- 
ber, 1952. 166 pages. A projective study of 
the U. S. or based on the analysis 
and comparison of several possible future 
economic patterns. One major conclusion is 
that the United States does not need large 
defense expenditures in order to maintain a 
high-employment economy, with steadily ris- 
ing productivity and living standards. 


THE FACTS ABOUT ATOMIC POWER IN INDUS- 
TRY. By Dr. Allen G. Gray. Steel (60 East 
42 Street, New York 17, N. Y.), March 2, 
1953. The use of nuclear fission to generate 
electric power on a sound, economic basis is 
still not an immediate prospect, but its in- 
dustrial potentialities are great. Since 1940, 
$12 billion has been appropriated for military 
applications of atomic energy which are point- 
ing the way for industry. Among the incen- 
tives: atomic energy provides a concentrated 
fuel; it would also eliminate fuel transporta- 
tion costs. Among the problems: to find con- 
struction materials that will resist high tem- 
perature, corrosion, and radiation; the fact 
that only the government may own and use 
fissionable material for practical purposes; and 
the extremely high cost of adequate security 
measures. 
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Industrial Relations 


HELP WANTED: FOR BENEFIT PLANS 


So quietty do some companies pick up 
the check for employee insurance and 
other benefits plans that workers are only 
vaguely aware of the size of the com- 
pany’s investment on their behalf, or of 
the exact nature of the benefits provided. 
Where the provision of benefits becomes 
more or less taken for granted—not only 
by workers but by management itself— 
it’s safe to say that communications are 
not adequate. The following are some 
common weaknesses in management’s 
presentation of the facts on benefits: 

1. The benefit story is dull. Many of 
the manuals produced by the insurance 
companies are dull to look at and difficult 
to read. They are prepared with an eye 
to legal phraseology, which is laudable, 
but with no concern for the fact that 
people must read and understand these 
manuals. 

2. The audience research isn’t adequate. 
It’s all well and good to check the text 
with insurance authorities, but it ought 
to be checked also with a representative 
ross section of supervisors and hourly 
workers. They're the people these book- 
lets are prepared for. Get their opinions 
before you go to press. 

3. Personal identification is lacking. 
There isn’t enough “you” in these book- 
lets. The recipient wants to know what 
he gets, when and in what form, and he 
grasps the story best when it is expressed 
in personal terms. 

4. The ceremony of presentation is too 
cut-and-dried. Generally the benefit ma- 
terial is embodied in a dull little book 
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which, with other allegedly informative 
material, is dumped in the employee's lap 
at the time of employment. The result 
is that the booklet makes no impression. 
Even when someone from the personnel 
department delivers his prosaic little 
monologue on benefits, the presentation 
achieves little more importance in the em- 
ployee’s mind. 

5. There is no direct appeal to the 
family. The womenfolk at home are ex- 
cellent targets for information on bene- 
fits, yet few booklets on benefits are spe- 
cifically tailored with the women in mind. 
Copy should be slanted to appeal to the 
female members of the family. 

6. The two-way communication ma- 
chinery doesn’t work. The employee may 
get the perfunctory line: “If there's 
something you don’t understand about 
this, Mac, you just ask your supervisor 
or drop into Personnel and _ they'll 
straighten it all out for you.” They'll 
straighten it all out for you depending 
on how busy they are, or how capable 
they are of answering questions they 
haven't been coached to answer. It should 
be possible for an employee to have quick 
and easy access to the individual who can 
put him straight. And he should be en- 
couraged by management to express him- 
self freely on any phase of the benefit 
program. 

The spokesman for management, par- 
ticularly the editor of the employee jour- 
nal, is in an excellent position to give 
punch and point to a benefit program. 
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He can use his own publication, or he 
can assist those in charge of allied devices 
of communication to help put the story 
across. Here are some methods: 

The pictorial case study. This is the 
straight-from-the-shoulder story on com- 
pany benefits, told in pictures and based 
on actual incidents. Depict a typical in- 
sured employee going through his hospital 
experiences, and show, in dollars and 
cents, how the company’s benefit plans 
take care of all or part of the cost. 

The quiz. As a sustaining feature, 
use quizzes to stimulate interest in the 
program and, incidentally, to arrive at 
some measure of employee knowledge of 
the plan. 

Informal history. A history of em- 
ployee benefits, written around the experi- 
ence of typical beneficiaries, can be used 


to familiarize employees with the origins 
and development of the program. 

The individual pamphlet. Pamphlets 
can be developed for mailing on a regular 
basis to homes of employees, with an in- 
troductory pamphlet or personalized letter 
from a top company official. The em- 
phasis here, again, is on letting employees 
know precisely what their benefits are, 
how they are administered, and who pays 
for them. 

Bulletin boards, newsletters, personal 
interviews. These are all excellent devices 
for keeping employees up to date on the 
benefit story. 

The wise company, stressing the bene- 
fits story, doesn’t pin garlands on itself 
—it simply points out the facts benefici- 
aries should know. And the identity of 
the giver is one of them. 


—The Score (Newcomb & Sammons, 224 East Ontario Street, Chicago, Ill.), 
February 15, 1953, p. 1:3. 


Fringe Benefits: A Survey of Company Practice 


IN A SURVEY made among industrial firms of all types and sizes to determine what 
benefits American workers receive today in addition to normal wages, 97 per cent 
of the respondents said they paid “fringe” wages to their workers. The cost of 
these benefits varied widely, 58 per cent of the firms estimating extras up to 20 
cents hourly, and 14 per cent setting a figure higher than 30 cents. Seventy-four 
per cent of the companies said their employee morale had been boosted by “fringe” 
benefits, and 31 per cent reported increased productivity as a result of extra-wage 
payments. However, only 17 per cent of the companies planned to add new com- 
pany-financed benefits in the near future. 

Types of existing benefits mentioned most frequently were paid vacations (re- 
ported by 100 per cent of the companies surveyed), hospitalization, insurance, rest 
periods, clean-up time, sick leave, and free recreational facilities, in that order. 
Thirteen per cent of the companies offered a pension plan, and 7 per cent had 
profit-sharing. 

—Mill & Factory 12/52 


THE ESSO STANDARD OIL CO., New York, provides its pensioners with an “Annui- 
tants’ Lounge.” A comfortable stopping-off place for ex-employees visiting or 
shopping in the city, and a handy meeting place for husbands and wives, the lounge 
has telephones, stationery, and writing facilities, and a secretary to type letters 
and do other chores. 


—Swupervisor’s News Service (Bureau of Business Practice, New London, Conn.) 9/2/52 
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ADMINISTERING THE INFORMATION RACK PROGRAM 


Since mrormation racks are a rela- 
tively new employee relations device in 
most of industry, the company that has 
just begun to think about introducing 
them in its own plant is likely to dis- 
cover that it doesn’t really know what is 
involved. Who should have the respon- 
sibility for such a program? How much 
will it cost to be effective? How should 
the material for the racks be selected? 

A recent survey of current practices in 
26 U. S. and Canadian companies now 
operating information rack programs 
shows that the supervision of racks usu- 
ally falls under the personnel or indus- 
trial relations department. However, in 
some instances companies report that the 
program is supervised by a public rela- 
tions or community relations department. 
In others, the program becomes a joint 
effort of the personnel and public rela- 
tions departments. In almost every case, 
companies report that there has been no 
addition to the staff to handle the in- 
formation rack program. The administra- 
tion and actual operation of the program 
have been incorporated into the existing 
setup. 

Most companies set up special screen- 
ing committees of three or more mem- 
bers to select material to be used in the 
employee information racks. Usually, 
screening committees are formed on the 
basis of the particular organization struc- 
ture of the individual company and in- 
clude key executives and supervisory 
representatives from the personnel and 
public relations department. Most screen- 
ing committees report that the selection 
of suitable material is their responsibility. 
If, however, there is some question about 
a proposed pamphlet, or if it appears to 
be controversial, a representative of higher 
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management is usually asked to approve. 
So far, there seem to have been few-at- 
tempts to bring supervisors or foremen 
into the screening process. 

Screening is often simplified or even 
eliminated when a company purchases its 
pamphlets through a commercial informa- 
tion rack supplier, a firm which specializes 
in selling material for use in employee 
information racks on a regular schedule. 
This method saves small companies time 
in selecting pamphlets and also has made 
it easier to obtain material. However, 
some companies, preferring to use only 
the material they want, select and obtain 
it themselves from a wide variety of 
sources instead of purchasing it from one 
commercial concern. 


It is obvious that information racks 
should be easily accessible to employees 
and, like the bulletin board, in a spot 
which the majority of the employees pass 
at least once a day. However, a number 
of companies which have had success in 
the use of information racks feel strongly 
that placement of racks at entrances or 
exits is not wise, since the employee is 
too much in a hurry, coming or going, 
to stop and select pamphlets. 

There is, of course, more to a success- 
ful information rack program than keep- 
ing a supply of pamphlets in the racks. 
A major job involves keeping records on 
how many copies of each pamphlet are 
picked up by employees. Besides serving 
as a basis for ordering future supplies, 
these “take” or “pick-up” records will 
show the relation between the total num- 
ber of employees whom the racks serve 
and the number of pamphlets picked up 
on a particular subject. Careful records 
are usually kept of just how many 
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pamphlets are made available at various where from 1 or 2 cents to as much as 
locations, and then a count is taken at 50 cents a copy—most of the companies 
the end of a specified period to deter’ included in the survey indicated that they 
mine the response. . ; try to keep the cost of their information 

There appears to be fairly uniform te ction 


agreement among companies as to what nee 
a successful information rack program ¢™Ployee per year. This includes cost of 


should cost. While pamphlets themselves the pamphlets and shipping but not 
may vary considerably in price—any- salaries or other administrative expenses. 
—The mirontes Rack in the Employee Communications Program (issued to Metropolitan 


roup Policyholders by the Policyholders Service Bureau of the Metropolitan 
Life Insurance Company). 


Distributing the Employee Magazine 


HOW SHOULD the employee publication be distributed? Of 84 employee publica- 
tions covered in a recent survey, about one in four is mailed to employees’ homes; 
the remainder are distributed at the plant or office. In the latter group, 23 pub- 
lications are distributed in bulk to central points, 11 are distributed through fore- 
men or department heads, and nine are given to employees at their desks or on 
their jobs. Six of the publications are brought to all employees by messenger; 
six others are distributed with the pay envelope. Another distribution method is 
to place the magazine in a container beside time clocks so that employees can help 
themselves. 


The reason some companies mail the publication to employees’ homes is to in- 
terest their families in the company. The Delco Products Division of General 
Motors times the mailing of its weekly paper so that it is in the hands of the 
workers’ families on Saturday mornings and may be read over the week-end. 


One company has its employee paper distributed by foremen before the lunch 
period on each shift, in order to prompt discussion among employees. The company 
reports that virtually all of the men sit down during their lunch hour and read 
the issue just after it has been handed them. 


—Employee Publications (Issued to Metropolitan Group policyholders by the Policyholders 
Service Bureau of the Metropolitan Life Insurance Company) 


Share-Alike Suggestion Plan 


A NEW “idea exchange” plan enabling idea originators to share 50-50 with the 
company in any savings resulting from their suggestions has been introduced at 
the Parker Pen Company. Under the “idea exchange” plan, awards are directly 
keyed to savings—and, according to the company, “the sky is the limit.” 

The originator of any accepted idea for which direct savings can be calculated 
will be awarded 50 per cent of the first year’s anticipated savings, minus the cost 
of putting it into operation. Ideas to be submitted may relate to improvement of 
quality and performance of Parker products, new products, reduced cost, improved 
customer service, increased efficiency in office operations, or other practical im- 
provements. 

All hourly-paid employees are eligible for cash awards. Supervisors and admin- 
istrative and sales personnel may benefit in unusual cases, but research technicians, 
because of the nature of their work, are not included in the plan. 

—Industrial Ledger 2/53 
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Posteo: You're president of a prosper- 
ous little company of about 400 work- 
ers. Business has been so good that you've 
outgrown your present plant, and you've 
decided to move your operation to a 
small town about 30 miles away which 
would make an ideal site for a new plant. 
You negotiate to buy the land. You 
check over all your plans, and decide that 
in about a year you'll be ready to move 
lock, stock, and barrel to the new loca- 
tion. 


Now comes the big question: How do 
you handle your work force? Many of 
your workers may not want to move, 
and as soon as you announce the plans 
they may quit and leave you with a 
serious manpower gap in a manpower- 
short area. Others may agree to go along 
to the new site but change their minds 
at the very last moment. 


The Mennen Company, Newark, N. J., 
recently demonstrated the kind of man- 
agerial wisdom it takes to handle this 
kind of employee relations problem. On 
the theory that “money talks,” the com- 
pany set up the following schedule of 
bonuses and allowances to prevent serious 
manpower losses before and after the 
transition: 


1. A termination allowance for em- 
ployees who decide not to move with the 
company but agree to stay on the job 
until moving day. Workers with more 
than one year of service get two weeks’ 
extra pay (straight time) plus $10 for 
each year of service. 


2. A_ relocation allowance for em- 
ployees who move with the company and 
stay at least eight weeks in the new 
area. The company recognizes that some 


DON’T LOSE YOUR WORKERS ON MOVING DAY! 


employees will quit after the move be- 
cause of transportation or other problems, 
but thinks this allowance will keep them 
on the job for at least two months after 
the move, while other workers are being 
trained. Employees with one to two 
years of service will get one week's extra 
pay; those who have stayed with the 
company from two to five years will get 
two weeks’ pay; and three weeks’ extra 
wages will go to workers with five or 
more years of service. 


3. Transportation allowances for all 
employees who move. Mennen will pay 
the difference in transportation costs to 
and from the new plant, up to a maxi- 
mum of $5 per week for 12 weeks. 


4. A moving allowance, up to $100, 
for employees who move from one area 
to another in order to be closer to the 
plant. 


5. Vacations for employees who stay 
with the company until moving day. 
Vacation time is pro-rated. 


Keeping a workforce from disintegrat- 
ing, Mennen realized, is only one facet 
of the complex business of expansion. 
Aware of the importance of community 
relations at the new location, the com- 
pany plans to run a “Mennen Week” 
prior to opening the plant, with plant 
tours for local families, religious leaders, 
civic officials, and other employers. 
Mennen executives will explain company 
practices and policies, and PTA groups 
will get details on the company's “safe 
driver” program. Also, local newsmen 
will have an opportunity to question the 
management on any subject—and get 
answers. 


—LawreENnce Stessin. Forbes, November 1, 1952, p. 27:1. 
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What Industry Can Do About the Shortage of Engineers 7 


ONE OF the most striking results of technological progress during the last half- 
century has been the sharp rise in the number of engineers and technicians em- 
ployed by industry. In 1950, the ratio of engineers to workers was four times 
what it was in 1900, and over the last decade alone the total number of engineers 
and scientists has increased by almost 60 per cent. Moreover, as a result of the 
current national defense program, industrial and scientific development that would 
normally have been spread over a decade must now be telescoped into less than 
half that time. This means an unprecedented demand for engineers and technical 
personnel—at a time when college engineering enrollments are declining. 

In a recent policy statement entitled “The Training and Utilization of Scientific 
and Engineering Manpower,” the Defense Manpower Administration has set forth 
the Federal Government's approach to this problem. In addition to outlining the 
responsibilities of various federal agencies in attempting to cope with the engineer 
shortage, it suggests steps that private employers, educational institutions, and 
professional groups may take to help insure an adequate future supply of technical 
personnel. Employers, it is suggested, should: 


1. Systematically review the requirements of positions in which scientists and 
engineers are employed to make certain that full use is being made of the capacities 
of every such professional worker. 

2. Take steps to develop qualified research leaders and administrators. 


3. Cooperate with colleges and technical schools in developing programs for the 
selection and training of sub-professional personnel to handle jobs requiring less 
than full professional training. 


4. Constantly review performance and compensation of engineers and scientists 
to make sure that salaries are commensurate with the work being done. 


5. Cooperate with public employment agencies in developing recruitment cam- 
paigns that will avoid activities that would be disruptive to urgent defense work. 


6. Work with educational institutions in developing on-the-job or off-the-job 
training programs. 


7. Supply complete, up-to-date employment information to local draft boards on 
professional workers engaged in essential activities, who are subject to induction; 
or, in the case of those who are subject to recall to active duty, submit such in- 
formation to the appropriate military authorities. 


8. Join with associations of employers in establishing Technical Manpower 
Utilization Committees to share ideas and experience and plan broad action to meet 
the engineer shortage. 


9. Consider—in cooperation with trade associations—the advisability of expand- 
ing existing scholarship programs for students in the engineering field. 


10. Re-examine personnel policies to insure full utilization of women and mem- 
bers of minority groups having engineering and scientific training. 


11. Cooperate with public and private agencies in determining current and 
long-range requirements for professional personnel and developing relevant informa- 


tion regarding their employment, such as wages, salaries, hours, and working con- 
ditions. 


STILL WORKING: The Metropolitan Life Insurance Company reports that 56 per 
cent of men in the 65-69 age group are employed. In the 70-74 group, 40 per 
cent are working; at 75 years, 20 per cent continue to go to work. 

—Supervisor’s Personnel Newsletter (Bureau of Business Practice, New London, Conn.) 1/19/53 
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SHIFT DIFFERENTIALS IN 1952: A SURVEY 


Nicut work, although it usually com- 
mands a wage premium, is a necessary part 
of operations in most large plants, even 
where manufacturing processes are not 
continuous. Contract provisions relating to 
multishift operations affected, early last 
year, slightly over four-fifths of 5,329,000 
workers covered by 1,065 collective agree- 
ments recently analyzed by the Bureau of 
Labor Statistics. Premium pay for work 
on night shifts was provided for in agree- 
ments covering 3,914,000 workers, or 74 
per cent of the total; another 8 per cent 
were under agreements which made ref- 
erence to multishift operations or night 
work but did not specify whether differ- 
ential wage rates were paid. Most of the 
remaining 18 per cent of the workers 
were covered by agreements which did not 
mention multiple shifts. 

Comparison of the current data with 
the results of a BLS survey in 1943 indi- 
cates a marked increase in the prevalence 
of shift differentials in manufacturing in- 
dustries. About half of the manufactur- 
ing workers under union agreements in 
1943 received differentials if they worked 
on night shifts, while the corresponding 
current figure is 81 per cent. In non- 
manufacturing, only 59 per cent of the 
workers were under agreements with dif- 
ferentials in January, 19951. 

Two major types of differentials were 
found in the agreements analyzed. The 
most common, applicable to 61 per cent 
of the workers under differential provi- 
sions, required a higher premium for the 
third than for the second shift. The 
second type, involving 36.5 per cent of 
the workers, provided the same differen- 
tial for all night work. Graduated differ- 
entials were predominant in primary 
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metal industries, fabricated metal prod- 
ucts, transportation equipment, petro- 
leum refining, and mining. Non-graduated 
premiums were most common in rubber, 
machinery, and food industries. 

Shift premiums were predominantly 
monetary differentials, but sometimes took 
the form of time differentials or com- 
bined wage-rate and time differentials. 
Monetary differentials only, applicable to 
92 per cent of the workers under shift- 
premium provisions, were usually ex- 
pressed in terms of cents per hour or a 
percentage of the regular rate, and less 
frequently as a specified amount for each 
shift or each week. 

Although the amount of premium pay 
for night work varied greatly, substan- 
tial numbers of the workers affected were 
concentrated in a relatively few cate- 
gories. For example, a 10 per cent 
premium was specified for over one-third 
of the workers covered by non-graduated 
differentials, and for one-fifth the pre- 
mium was between five and 7/2 cents. 
Among the agreements which established 
graduated differentials, the most common 
second-shift premiums were 5 per cent, 
four cents, and six cents. Altogether, 
these three categories accounted for more 
than two-thirds of the workers under 
second-shift differentials. Similarly, for 
seven out of every ten workers under 
graduated plans, the third shift differen- 
tials were, six, nine, or 10 cents, or 72 
per cent. 

Among time differentials, the most 
common provisions were eight hours’ pay 
for seven or 72 hours of work. 

Workers on night shifts are some- 
times given privileges not accorded to 
other employees. For example, a num- 
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ber of agreements provided paid lunch 
periods and/or rest periods for night 
workers. Choice of shifts in order of 
seniority was frequently permitted, but 
some of the agreements permitting shift 


preference authorized management to 
overrule the shift choices of senior em- 
ployees if necessary in order to train 
new employees or otherwise maintain 
efficiency. 


—MortTon Levine AND JAMES Nix. Monthly Labor Review, November, 1952, p. 495:4. 


PAYOFF IN MILLIONS 


There's an old gag about the boss open- 
ing the office suggestion box and finding 
this bit of advice: “Drop Dead.” Few 
management ideas have borne the brunt 
of more jokes than has the suggestion 
box, but the truth is that few industrial 
relations plans have accomplished as 
much or have won more results from 
employer and employee alike than a well- 
managed suggestion plan. 

Outstanding examples of successful 
suggestion plans are those of General 
Motors and Ford. In these two com- 
panies, millions of dollars have been dis- 
tributed in payments for adopted sug- 
gestions; in return, the companies have 
achieved other millions in savings stem- 
ming from better production methods 
and improved safety and working con- 
ditions, besides winning incalculable re- 
turns from stimulated job interest and 
industrial good will. 

Of the two plans, General Motors’ is 
the older, starting corporation-wide in 
March, 1942. Through the first half 
of 1952, 874,603 suggestions had been 
submitted, 200,491 were adopted, and 
$8,406,010 awarded. 

In the five years the Ford plan has 
been in operation, roughly $1,500,000 
has been paid out for 29,009 suggestions 
adopted from among 105,176 that merited 
study. Employee interest in the sugges- 
tion plan is indicated by Ford’s partici- 
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pation in 1951, which reached an average 
of 292 acceptable suggestions for every 
1,000 employees. 

The GM and Ford plans are basically 
similar, the most obvious difference being 
in the maximum award, which is $2,500 
at GM and $1,500 at Ford. Both com- 
panies have highly successful manage- 
ment suggestion plans where awards are 
recognition and commendation rather 
than cash. 

At Ford, a production suggestion is 
tested for savings under two months’ 
actual operation. The person submitting 
the suggestion receives an amount equal 
to two months’ savings, up to the $1,500 
maximum. At GM, the award winner 
receives one-sixth of the calculated an- 
nual savings, up to the $2,500 GM maxi- 
mum. Awards of a non-calculable na- 
ture, such as safety and improved work- 
ing conditions, are based on the sugges- 
tion's importance. 

A number of GM divisions also have 
supervisory suggestion plans. No awards 
are paid to supervisors; recognition is 
given through a letter of congratulation 
and inclusion of the idea in the supervi- 
sor’s personnel record. At Ford, too, 
supervisory personnel are encouraged to 
submit ideas and  suggestions—which 
must, however, be outside or above the 
regular scope of their position. In this 
plan, a successful suggestion that applies 
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in a letter from the plant manager. If also helps in promotions. 
—lIron Age, November 13, 1952, p. 95:2. 


Resting or Sleeping? 


A RECENT DECISION by an NLRB arbitrator states that a company may not fire an 
employee for being asleep on the job unless it has first taken the precaution to 
awaken him. Regardless of appearances, the only conclusive proof that an em- 
ployee is asleep would be some overt attempt to arouse him. In the present case, 
the employee's defense was that he was merely resting after an arduous hour and 
a half of work. 

The NLRB arbitrator pointed out that the burden of proof is certainly upon 
the company in such cases to establish the fact that the man was indeed asleep 
while on duty. However likely the contention of the company and however 
probable the event supporting the company’s reasonable conclusion, it must still be 
established as an unqualified fact. 

Undoubtedly this decision will create many amusing incidents in its application. 
The answer as to whether one may be sleeping when he is resting or resting when 


he is sleeping will undoubtedly involve many technicalities. 
—Economic Intelligence 2/53 


“‘Well, that’s the story on salary, pension 
» plan, health and accident insurance, profit 
sharing, vacations, social security, bonuses, 
low-cost cafeteria, life insurance, sick leave, 
rest periods, overtime pay, social activities, 
paid holidays, lunch periods, and suggestion 
awards. Now suppose we take a lunch 
break and then I'll go into your duties.” 


—Courtesy of Banking 
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to a supervisor's plant results in a letter it can be carried into other divisions, 
of recognition from his superior. If it it is officially recognized by the vice- 
can be carried out elsewhere, it results president in charge of manufacturing. It 
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Do They Really Want to Retire? 


IN THE FACE of recent expansion in Social Security and private pensicn programs, 
evidence has appeared that substantial numbers of workers prefer continued em- 
ployment to retirement under old-age insurance benefits. Of about 3 million 
workers who were eligible for old-age insurance benefits under the Social Security 
Act at the end of December, 1950, about two-fifths were not receiving benefits, 
and all but a small percentage of these were workers who had either continued in 
covered employment or returned to work after they reached 65. 


Most people work as long as they can and retire only because they are forced to 
do so, studies by the Social Security Administration indicate. Special surveys of 
old-age insurance beneficiary retirements between 1940 and 1947 show that in 
those years only about 5 per cent of workers left their jobs of their own accord, in 
good health, to enjoy a life of leisure. They also show that in given years from 
one-fourth to one-half of the beneficiaries had some employment after their 
entitlement. Of the beneficiaries studied between 1941 and 1949, those whose 
retirement incomes were lowest as a rule went back to work much more frequently 
than beneficiaries whose retirement incomes were more nearly adequate. At least 
one-fifth of the men who become entitled to insurance benefits in any year might, 
it appears, remain at work in their regular jobs if their employers were willing to 
keep them, or might take comparable jobs with other employers if their regular jobs 
were terminated. 


—Employment and Economic Status of Older Men and Women (Bureau of Labor Statistics, 
U. S. Department of Labor, Washington, D. C., Bulletin 1092.) 


Making Employees Good House-Organ Reporters 


EVERYBODY likes to play newspaperman—and it’s a smart management that gets 
all its employees to be reporters for the company news sheet. 


Almost every house-organ editor is plagued by short staff and short budget. The 
usual technique, to keep down expenses, is to appoint departmental newsmen 
among employees, who send in items of interest. Such workers, however, often 
miss plenty of good copy because of inexperience or lack of time. 


Harbison-Walker Refractories, Pittsburgh, capitalizes on the universal penchant 
for writing and reporting by means of a “Reporter's Sheet,” inserted in its house 
organ, which enables the individual worker to submit news and feature material. 
This device, which provides space for remarks and suggestions as well as a special 
news-item blank with separate spaces for the “Who,” “What,” “Where,” “When,” 
and “Why” of the story, serves many purposes. Most important, it gives rank-and- 
filers a greater sense of participation in the operation of their news sheet. Also, it 
brings in much good material that otherwise would never see the light of day, 
creates added interest in the house organ, and helps bring plenty of suggestions 
from workers on what they like and don’t like about the publication. 

—Employee Relations Bulletin (National Foremen’s Institute) 11/19/52 


TIME OFF FOR GOOD BEHAVIOR: FOR EVERY 13 consecutive weeks during which an 
employee is neither late nor absent, Travelers Insurance (Hartford, Conn.) allows 
one day of additional vacation. “Earned Days” can also be accumulated. A 
worker can trade them back to the company in units of five at his current salary 
rate. The first two latenesses in each year of employment do not count; neither 
do some specified absences such as jury duty and presence in court. 

—Supervisor’s Personnel Newsletter (Bureau of Business Practice, New London, Conn.) 1/19/53 
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Also Recommended « « 


THE EMPLOYER'S DUTY TO SUPPLY DATA FOR 
COLLECTIVE BARGAINING. By Jay E. Shanklin. 
Monthly Labor Review (Superintendent of 
Documents, U. S. Government Printing Office, 
Washington 25, D.C.), October, 1952. On 
the ground that collective bargaining functions 
better when both sides have access to the 
facts, the law compels employers to make 
available to employee bargaining represeata- 
tives certain types of data on wages, various 
aspects of business operations, and the com- 
pany’s financial status. This article explains 
in detail the employer's obligations in this 
respect as currently defined by NLRB and 
court rulings. 


UNION PRACTICES AND POLICIES—THE MEM- 
BERS’ VIEW: A_ PRELIMINARY REPORT. By 
Hjalmar Rosen and Ruth Alice Hudson. Cur- 
rent Economic Comment (University of Illi- 
nois, Urbana, Ill.), November, 1952. Based on 
the results of a detailed survey of 21 local 
unions belonging to a joint-board regional or- 
ganization, this report indicates that the ma- 
jority of rank-and-file union members, as well 
as their stewards and officers, are well satisfied 
with the over-all job their unions are doing— 
though they are even more favorably impressed 
by the companies for which they work. 


A GROUP MEDICAL SERVICE FOR SMALL PLANTS 
PAYS DIVIDENDS. By Ellsworth S. Grant. Oc- 
cupational Health (Superintendent of Docu- 
ments, Government Printing Office, Washing- 
ton 25, D. C.), Vol. 12, No. 8. This article 
describes the development and operation of a 
group medical service plan designed to bring 
the services of a trained industrial physician 
to 3,000 employees in six companies. As a 
result of the plan, the participating companies 
realized significant savings on the cost of work- 
men’s compensation insurance and_ physical 
examinations. In addition, one company, 
chiefly through the efforts of its medical de- 
partment, which worked in cooperation with 
the physician, succeeded in reducing accident 
frequency, absenteeism, and labor turnover by 
more than 50 per cent. 


OPPORTUNITIES FOR WOMEN AT THE ADMINIS- 
TRATIVE LEVEL. By Frances M. Fuller and 
Mary B. Batchelder. Harvard Business Review 
(Soldiers Field, Boston 63, Mass.), January- 
February, 1953. This article weighs the pre- 
vailing opinions of executives about women 
in business, and explores such common (and 
often contradictory) misconceptions as: women 
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regard a job as secondary; are emotionally un- 
stable; cannot successfully supervise other 
women; are over-concerned with minor details; 
make too much of a job. The authors con- 
clude that, while a woman may be technically 
competent to do any administrative job, her 
behavior on the job, rather than her technical 
skill, seems to be the chief determinant of her 
executive potential. 


SUPERVISORS SCREEN THE NEW WORKER. By 
John J. Saracino. Supervision (95 Madison 
Avenue, New York 16, N. Y.), February, 
1953. To make sure that newly hired work- 
ers who turn out to be misfits will not be re- 
tained on the payroll indefinitely, one manu- 
facturer has made it a part of the foreman’s 
regular responsibility to evaluate new employ- 
ees and report to higher management on their 
performance. The central feature of the sys- 
tem, as it is described in this article, is a 
simple graphic rating scale which is filled out 
by the supervisor for each new employee and 
submitted to the personnel department near 
the close of the worker's “probationary” 
period. 


HOW TO DEVELOP A WEIGHTED APPLICATION 
BLANK. By Josephine Welch, C. Harold Stone 
and Donald Paterson. (Research and 
Technical Report 11, Industrial Relations 
Center, University of Minnesota.) February, 
1952. The weighted application blank, an im- 
portant predictive device in the selection of 
employees, must be tailor-made to fit the situa- 
tion in which it is to be used. This “how-to- 
do-it” manual presents step-by-step methods 
found successful in developing weights. Ac- 
cording to the authors, the process for one 
type of work can be completed and ready for 
trial use in approximately 100 working hours, 
and can be undertaken by a company’s own 
personnel staff. 


THE LIMITATIONS OF PERSONNEL MANAGEMENT. 
By W. H. Knowles. Personnel Journal 
(Swarthmore, Penna.), Vol. 31, No. 4. Cur- 
rent concepts of the functions of the personnel 
department are often inflated and unrealistic, 
this article suggests; even if it were possible 
for personnel managers to solve all the prob- 
lems they seem inclined to attack, results 
would not repay the money and time ex- 
pended. The author believes that personnel 
management should recognize that its func- 
tion is to serve company interests, not to 
attempt to eliminate the root causes of indus- 
trial unrest. 
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Office Management 


“Wily secretary is a real mind-reader,” 
said the executive vice-president, his eyes 
lighting up. “She seems to know in- 
stinctively what I’m going to do next. 
By the time I get to it, she already has 
a folio half full of the stuff I need.” 

Outguessing the boss by anticipating 
his needs ranks first in the personal quali- 
fications of an executive secretary, accord- 
ing to findings of a survey by Rohrer, 
Hibler and Replogle, a Cleveland man- 
agement consultant firm. To set some 
guideposts for matching executives with 
secretaries, 108 board chairmen, corpora- 
tion presidents, vice presidents, managers 
and directors were asked to name the 
traits of the best and worst secretaries 
they ever had. In turn, 204 secretaries 
were given the opportunity to report on 
what they liked and disliked about their 
bosses and their jobs. 

Willingness to identify with the boss 
—getting the feel of his problem and 
realizing what he is up against—rates a 
close second with most executives. Other 
attributes the top men mentioned include: 
improved technical skills, attention to de- 
tail, better memory, loyalty, initiative, 
ability to gather and organize material, 
and ability to take care of routine reports. 

The attitude, “Search me. I don’t own 
the place. I just work here!” is the worst 
personal trait a secretary can have, the 
108 executives agreed. Many of them ex- 
pressed annoyance, too, at the secretary 
whose personal problems follow her to 
work each day. Among other pet peeves 
mentioned were: lack of office etiquette 
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MATCHING THE SECRETARY TO THE BOSS 


and background, applying make-up in 
office, inappropriate clothing, poor groom- 
ing, heavy perfume, clock-watching, tardi- 
ness, excessive absenteeism, carelessness, 
forgetfulness, inability to get along with 
other employees, and weakness in gram- 
mar and spelling. 

The boss who treats his secretary as a 
responsible, individual person, rather than 
as a piece of office equipment, won first 
place with the 204 secretaries who were 
studied. Denouncing the impersonality 
which surrounds many secretaries, one of 
the young women interviewed complained 
bitterly, “No one around our office is 
ever called by her name or title. Mr. X 
always says, ‘I'll get the girl to do it.’” 

The worst of the boss's sins, the secre- 
taries felt, is the synthetic five-minute- 
to-five emergency. Most secretaries feel 
flattered when asked to stay overtime in 
a genuine crisis, but they resent after- 
hours of work caused by the disorganized 
boss who dawdles over afternoon coffee, 
then dashes in with a briefcase full of 
last-minute dictation. 

Since the office manager must fre- 
quently recommend a secretarial candi- 
date in the light of his own analysis of 
the executive’s needs, he should be aware 
of the importance of temperamental fac- 
tors in any successful boss-secretary team. 
Many office managers have long sensed 
that technically competent secretaries 
seem to fall into three groupings: 1) the 
administrative assistant, who likes re- 
sponsibility and variety; 2) the efficient 
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The attitude, “Search me, | just work here!" is 
the worst personal trait a secretary can have. 


utility worker, who is happy with a 
complex routine; and 3) the routinarian 
who is “sot” in her ways and must have 
a simple, unvarying routine. 

The astute office manager asks himself 
the following questions before deciding 


what kind of secretary a particular ex- 
ecutive needs: 

1. Is he a good delegator who regards 
his secretary as an assistant? Or does he 
think of his secretary as someone who 
does routine correspondence and filing? 

2. Does he need an office mother and 
housekeeper who will check up and catch 
up after him? 

3. Does he want a sounding board, a 
sympathetic lissener who will help him or- 
ganize his thoughts effectively and relieve 
his emotional tensions? 


The boss's worst sin, a secretary survey shows, 
is the synthetic five-minute-to-five "emergency." 


4. Do the requirements of his job in- 
dicate the need for an attractive girl for 
“front” in the office? 


5. Does he unwittingly wear his secre- 
tary as a badge of office? Does he have 
enough work to keep her occupied? 

When secretaries are correctly matched 
with bosses on the basis of temperament 
as well as job requirements, they con- 
tinue to grow. The right secretary can 
relieve her boss of heavy work loads, 
giving him more time to devote to plan- 
ning, organizing, and developing himself 
and his company. 

The office executive who sets the stage 
for successful boss-secretary teams will 
find his own reward in a more harmonious 
organization and the grateful apprecia- 
tion of top management. 


—Sue H. Payer. Office Executive, January, 1953, p. 10:4. 


SHORT OF WHITE-COLLAR HELP? Some of your hourly-paid workers may prefer 
office and clerical jobs. With this in mind, the Stewart-Warner Corp., Chicago, 
posts white-collar job openings on factory bulletin boards. The company also uses 
a payroll insert for hourly-rated employees, asking them whether they'd like to shift 
to office operations—provided they qualify. 

—Enmployee Relations Bulletin (National Foremen’s Institute) No. 336 
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How 10 contro the paper-work prob- 
lem in the office has become a matter 
of considerable importance to every execu- 
tive who is responsible, directly or in- 
directly, for the balance sheet of the 
company. Today an average of four cler- 
ical workers to every 10 plant workers 
is not uncommon. What these clerical 
workers create is not saleable merchan- 
dise but records—not profit but expense. 

In the factory, one of the primary 
means of getting the basic information for 
control is to take an inventory of the raw 
materials, the work in process, and the 
finished goods. Why not take the same 
kind of inventory in the office? 

The raw material of paper-work com- 
prises all the blank forms in use in the 
company. ‘The inventory must include 
every one of these, because every form 
in the company creates clerical expense 
when it is used in clerical operations. 

There is only one certain way of get- 
ting all these forms. Write a letter to 
every department head in the company, 
asking him to send in several copies of 
every form in use in his department, re- 
gardless of its nature, size, or apparent 
importance. 

When these forms come in, each one 
must be analyzed by subject, operation, 
and function. All similar forms should 
then be brought together for possible 
combination or elimination. Classifica- 
tion is not easy, but when it is com- 
pleted you will have not only an inven- 
tory of the raw material of your paper- 
work but also an effective tool for helping 
to solve the- control problem and to 
prevent recurrence of the problem. 

Clerical operations constitute the work- 
in-brocess in the office. When strung 
together in sequence for the accomplish- 
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INVENTORY YOUR PAPER-WORK PROBLEM 


ment of an objective, these clerical opera- 
tions comprise the office procedures. They 
can be inventoried by means of a simple 
type of flow chart. 


To make the chart, draw a vertical 
column on a piece of paper for each 
work unit involved in the procedure. 
Then trace each paper involved in the 
procedure down the chart, from one work 
unit to another, to show the location and 
sequence of things that happen to it. 
Don’t drop the line until every clerical 
operation has been shown in its proper 
work unit and sequence. 

When management has studied the 
chart and decided on the validity of each 
operation and its location, eliminating 
unnecessary operations and combining 
those which can be combined, a basis will 
have been established for the applica- 
tion of work simplification, time and mo- 
tion study, the use of machines to re- 
place hand operations, and techniques for 
eliminating waste and inefficiency. 


The finished goods in the office are the 
completed records. Because these have a 
way of accumulating, the cost of storing 
them can become an item of some con- 
cern. If they are stored in filing cabinets, 
they are occupying valuable equipment 
when less expensive equipment could do 
the job. If they are kept in the office, 
they are occupying valuable floor space. 

The inventory of these records, the 
finished goods of the office routine, is a 
matter of plain digging. Wherever they 
are they must be counted, in terms of 
cubic feet, file drawers, or some other 
fixed measure, and identified as to char- 
acter, age and location. 


With a knowledge of all the records, 
their location, their age, and their char- 
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acter, it will be possible to evaluate their 
importance and set up a table of lon- 
gevity to govern their destruction time. 
Without a thorough inventory, it will be 
almost impossible to make intelligent deci- 
sions on how and where to dispose of 


lem is not a matter of choice. If profits 
are not to be eaten away it must be 
solved. Yet unless management has some 
way of identifying clerical problems, it 
will have difficulty in knowing how to 
attack and solve them. The inventory 


finished records. method offers a sensible and effective way 
The solution of the paper-work prob- of coming to grips with the problem. 
—FRrRanK M. Knox. The Office Economist, January-February, 1953, p. 8:3. 


A File Clerk by Any Other Name... 


THE TITLE File Clerk has become so unpopular among skilled records clerks that 
it has influenced their thinking when seeking a new position. They are likely to 
pass up any help-wanted advertisements appearing in newspapers under that head- 
ing, and their attitude is justified. To them, rightly or wrongly, such phrasing 
indicates that the advertiser still is living in the past, still picturing the filing opera- 
tion as a simple and non-vital function of business, and that from his other workers 
very little respect and recognition are accorded either the girl who handles the 
records or the department in which she works. 


A firm in the suburbs of Indianapolis urgently needed a number of competent 
people to handle its technical engineering records. The usual advertisements for 
File Clerks brought only a few applicants, none of whom were properly qualified. 
Through a later series of advertisements, Records Clerks were sought and mention 
was made of “interesting possibilities for advancement.” This time the applicants 
were greater in number, better qualified on the average, and those chosen proved very 
satisfactory. 


Firms around the country have made various substitutions for the phrase file 
clerk or file supervisor. Among these are: 


Records Clerk 
Records Attendant 
Records Manager 
Records Administrator 
Records Custodian 


At least one company calls its records personnel successively Records Trainees, 
Records Assistants, and Records Managers as they climb the promotional ladder 
in their department. 

—Record Trends (Record Controls, Inc., 209 South LaSalle Street, Chicago, Ill.) 2/53 


Records Consultant 
Records Examiner 
Director of Records 
Archivist 


Typing Short-Cut for Follow-Up Letters 


WHEN LETTERS remain unanswered, it is customary to send off a follow-up letter 
drawing attention to the fact.- Frequently, to be on the safe side, it is necessary 
to repeat the request and include much of the original letter again. 

The way to get over this is to make one extra carbon copy of all complex 
letters requiring an answer. If no reply is received within a certain time, a form 
follow-up letter can be sent, with the carbon copy of the first letter attached. The 
form letter is a purely routine matter. 

—Business (180 Fleet Street, London, E.C. 4, U.K.) 2/53 
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ARE CLERICAL INCENTIVES WORTH WHILE? 


Many office managers fail to realize 
that a thorough survey of office pro 
cedures is necessary to the development 
of an effective clerical incentive plan. To 
measure production on each job or 
routine, and then establish a standard 
production level above which the incen- 
tive operates, is not enough; improve- 
ment, simplification, specialization and 
standardization should precede the estab- 
lishment of production standards used in 
the measurement of productive efficiency. 
Any standard established after a compre- 
hensive survey and analysis of the work 
has been made will be reasonably perma- 
nent—but standards established without 
an improvement in the factors affecting 
production will be subject to alteration 
when these factors are changed. 

It is generally accepted that the over- 
all efficiency level of the typical office 
is about 60 per cent of potential—which 
means that a 20 to 30 per cent increase 
in productive level is possible. In theory, 
an attempt may be made to achieve this 
higher productive level by rewarding em- 
ployees when they exceed standard pro- 
duction, upon which base salaries are de- 
termined. Often, however, the individual 
employee’s production level cannot be 
accurately measured. 

One method often used in the factory, 
and more recently applied in the office, 
is to measure production on certain prin- 
cipal routines, and relate this production 
count to total payroll cost in order to 
produce what has been termed a “produc 
tion index unit cost.” 

Total office payroll cost or total office 
man-hours are used as the basis of the 
computation. This establishes a relation- 
ship between total cost (or man-hours) 
and total units of production. For any 


given period, the relation between this 
production index unit cost and a properly 
established base index determines the per- 
centage salary incentive which is paid to 
all office employees for that period. 


Obviously, there are several problems 
inherent in the group incentive plan. One 
problem is to find one or two (or pos- 
sibly three) routines which are broad 
enough in application to affect at least 
60 per cent, and preferably 70 per cent, 
of the total office man-hours. Another 
problem has to do with the establishment 
of a base period from which variation in 
index unit can be measured. Ordinarily, 
production is counted for approximately 
six months and then is averaged to pro- 
duce the base production index unit. If 
the base computation is carefully prepared 
after the routines have been improved, 
the incentive feature will be sound. 


Another type of incentive is the finan- 
cial reward for perfect attendance and 
punctuality. Improved attendance records 
cannot be achieved solely by directive or 
regulation. Definite rules and regulations 
are essential, of course, and must be 
known and understood by the employees. 
Immediate supervision must set the ex- 
ample by promptness and regularity in 
attendance. Beyond this, rewarding em- 
ployees for a perfect record each month 
produces results. One method can be a 
financial reward for each employee hav- 
ing a perfect record. Another is to grant 
a half or a whole day off during the fol- 
lowing month, or to make a corresponding 
increase in vacation allowance. 


One company used the idea of “chance 
rewards” in correcting absenteeism and 
tardiness. The employees’ names were 
typed on small cards and put in a hopper. 
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Twice a day, alternating between morn- 
ing and evening and before and after the 
lunch period, management drew a card 
at random from the hopper. If the em- 
ployee whose name appeared on the card 


was on the joo at the time, he or she 
was given a $5 reward. The $10 per day 
management gave out as prizes was less 
than the cost of the absenteeism it cor- 
rected. 


—Guy FErGason. Best's Fire and Casualty News, January, 1953, p. 64:4. 


RECENT RULING: Women employees may no longer trim or set their hair on state 


time in the state’s rest rooms. 


—Governor Forrest Smitu of Missouri 


“ 


“One of the boys in the stockroom is getting married.” 


THE SATURDAY EVENING POST 


—Reproduced by special permission of The Saturday Evening Post. 
Copyright 1952 by The Curtis Publishing Co. 
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Too Much Work—Or Too Many Interruptions? 


HERE'S a simple time-saving technique that was developed by a department head 
who faced a fairly common problem: 

A group of half a dozen of his key men work right near him in a row of 
small offices. All do a considerable amount of creative work. They work closely 
together, and all began at about the same time to complain about being “too 
busy.” Investigation showed they were right. The main trouble was interruptions, 
of three kinds: phone calls, visitors from other departments or outside the plant, 
and visits among themselves. 

Subtly nudged by their boss, here’s what the group has agreed to do: 


1. They see visitors promptly whenever they show up. If tied up at the time, 
they give their stenographers a definite time of day for making return appointments. 

2. They limit their visits among themselves (a big source of interruptions) to 
the first hour of the morning, half an hour before and after lunch, and the last 
hour of the afternoon. 

3. They have all but urgent incoming phone calls handled on an “I'll have Mr. 
Jones call back” basis. Messages are delivered to their desks and they answer 
urgent calls at once. All others they answer during their “visiting hours.” 

—Factory Management and Maintenance 2/53 


Also Recommended « e« « 


A CLASSIFICATION CODING SYSTEM FOR ALL 
PAPERWORK. By M. F. Allsman. The Office 
(270 Madison Avenue, New York 16, N. Y.), 
March, 1953. This article recommends that 
all paperwork on one subject or function be 
assigned the same major subject-matter classifi- 
cation so that related papers can be grouped 
automatically. The procedure, as outlined here, 
is (1): to p a system of subject classifica- 
tion tailored to meet the functions of the 
organization; (2) develop a numbering scheme 
for the subjects, varying additional identifica- 
tion for major types of papers; (3) work out 
— follow a schedule for assigning the num- 
rs. 


QUALITY CONTROLLED PAPERWORK AND RE- 
CORD KEEPING. National Records Manage- 
ment Council, New York, 1953. 32 pages. 
$2.00. This publication offers detailed infor- 
mation on the application of quality control 
techniques in office paperwork and_ record 
keeping, eect by case studies of 
quality control and improvement in the office 
operations of two large companies. 


EIGHT WAYS TO SAVE ON INTRA-COMPANY 
COMMUNICATIONS. Management Methods 
(141 East 44 Street, New York 17, N. Y.), 
February, 1953. Electrical and electronic de- 
vices for inter-office and intra-plant commu- 
nication often result in substantial economies 
even when their initial installation cost ap- 


pears to be high. Eight case studies presented 
in ee of this point illustrate the applica- 
tion of various types of communications sys- 
tems. 


HOW OFFICE MOVIES ARE USED FOR OFFICE 
WORK SIMPLIFICATION. By Frank D. Ryan. 
The Office (270 Madison Avenue, New York 
16, N. Y.), March, 1953. Describes how 
movie method studies of ouice operations can 
ay off, both in dollars and in employee satis- 
action. The author illustrates the technique 
with the case example of Bell & Howell Com- 
pany, Chicago, where the collating of sales 
manuals by the duplicating department was 
transformed from a tedious, inefficient process 
into a quick, compact operation by means of a 
rotating rack which was developed as a re- 
sult of “before” and “after” films. 


MEASURING THE UTILIZATION OF PUNCHED 
CARD MACHINES. By Raymond Hunt. Best's 
Insurance News (75 Fulton Street, New York 
38, N. Y.), January, 1953. In offices where 
punched card machines are used to perform 
a variety of operations it often becomes dif- 
ficult to determine the proportionate cost of 
each job. This article tells how one company 
uses operator logs and a simple electronic 
timing and counting device to maintain accurate 
production statistics that reveal inefficient prac- 
tices in machine utilization. 
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Manufacturing Management 


INCREASING FOREMAN EFFECTIVENESS 


WITH MANAGEMENT REPORTS 


Companies BESET with seemingly con- 
stant production problems usually at- 
tribute a large part of their problems to 
incompetent plant supervision. In the 
final analysis, supervisors must indeed be 
responsible for making and shipping the 
product. Often, however, the failure of 
supervision to do the job that manage- 
ment expects of it is due to management's 
own failure to provide foremen with the 
reports they need to function effectively. 

The first basic type of report which 
each foreman should receive concerns 
labor. To develop a useful departmental 
labor efficiency report, a complete under- 
standing is needed of the standards upon 
which efficiency is measured and of the 
allowances permitted for gauging, ma- 
chine maintenance, fatigue of personnel, 
and other factors. Moreover, it should 
be demonstrated that the standard is con- 
sistent. 

A daily departmental labor efficiency 
report is useful because it indicates the 
improvement or decline of productivity. 
It is deficient, however, in that it fails 
to show where individual production 
problems exist. To improve productivity, 
the foreman should receive daily a listing 
of sub-standard operators and the jobs on 
which they worked. 

The daily labor report should also in- 
clude a report on the indirect labor used 
in the department and should relate the 
amount, in terms of either hours or dol- 
lars, to the standard direct labor pro- 
duced. This relationship should be com- 
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pared with a standard indirect labor 
budget developed with the departmental 
foreman. Standard indirect labor costs 
of set-up, materials handling, maintenance, 
and inspection and product repair should 
be developed with the foreman at various 
levels of activity. Moreover, these stand- 
ards should be realistic. A foreman can- 
not be expected to operate with “9/16 of 
a set-up man” or with “1-1/9 material 
handlers.” 

The second basic type of report, deal- 
ing with direct and indirect material 
usage and scrap, is generally produced on 
a monthly basis in total dollars and cents 
for the complete plant operation. These 
reports are seldom of benefit to the fore- 
men who convert the raw material into 
the product at its first operation, since 
they usually fail to provide a comparison 
between the amount of raw material used 
for the product or blank and the amount 
which should have been required. More 
efficient use of materials can usually be 
insured by a daily material usage report 
that will advise the foreman of the num- 
ber of pounds of raw material disbursed 
to him and the number of pounds re- 
quired at standard to produce the blanks 
or products reported. 

Supplies and other indirect material 
consumed by the foreman should be re- 
ported daily and cumulatively related to 
the productivity and the amount required 
at standard. Unless the foreman is aware 
of what the indirect materials cost and 
the budgeted amount allowed, we can 
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only expect a less efficient plant operation 
through unwise expenditure of necessary 
materials or equally unwise restrictions 
on their use. 

Similarly, a standard scrap allowance 
should be developed with the foreman, 
taking into account the nature of his 
operations and the tooling methods, equip- 
ment, and manufacturing practices re- 
quired by the company’s policies. The 
foreman can be aided in his scrap reduc’ 
tion efforts through the use of daily 
Scrap reports showing the amount of scrap 
produced in pieces by part number, their 
value on a daily basis, and the cumula- 
tive scrap value generated for a month 
as compared with the monthly allowance 
based upon the production schedule. 

A third type of report is intended to 
provide the foreman with a composite 
picture of what the rest of the organiza- 
tion is doing to assist him in manufac- 
turing the company’s products. The in- 
formation may include data on specific 
operations, or it may be designed simply 
to keep the foremen advised of the com- 
pany’s plans, progress and problems in 
related manufacturing areas. 

Other types of report include forward 
production forecasts, and a specific imme- 
diate schedule from the production con- 


trol section. The schedule should be rea- 
sonable and sound, backed by assurance 
that material will be on hand when re- 
quired. The foreman should also receive 
the benefit of a monthly report from the 
engineering department stating the prog- 
ress being made on plant layout, work 
order requests, tooling and cost reduction 
programs. To handle his men more effec- 
tively, he should receive a monthly at- 
tendance report from the personnel de- 
partment, which should also state the 
number and type of open grievances and 
dispositions made since the last report, 
and the status of union contract negotia- 
tions. Moreover, the foreman who is 
charged with the responsibility of prepar- 
ing purchase requisitions for indirect ma- 
terials and supplies not regularly stocked 
should expect the purchasing department 
to report monthly on the revised purchase 
lead-times for these materials. 


Many companies have unique require- 
ments for further reports in areas of 
quality control, power costs, and similar 
factors of plant operation. Whatever the 
situation in the individual company, a 
critical review of the management reports 
in use will help insure that these reports 
are effective at the foreman’s level, where 
the costs are incurred and the savings 
can be made. 


—Don C. SunHR in Better Business Communications (Wayne University 
Press, Detroit), 1952, p. 263:4. 


The Hotel Statler, New York. 


AMA MANUFACTURING CONFERENCE 


The Spring Manufacturing Conference of the American Manage- 
ment Association will be held Wednesday through Friday, April 8-10, at 
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Penny-Pinchers Scrutinize Production Costs 


SIXTY EXPERT penny-pinchers—or “value analysts,” as they are more formally 
called—were graduated recently from an unusual training course. The result may 
pare the General Electric Company's production costs millions of dollars a year. 


The 60 men, from 38 departments in 26 G-E plant cities in the United States 
and Canada, qualified as value analysts in an intensive eight-hour-a-day school 
conducted at Schenectady, N. Y. The penny-saving program is a prelude to setting 
up units throughout the company’s far-flung plant system to extend the attack 
against production costs. Under the scrutiny of Lawrence D. Miles, top value 
analysis expert in the Materials Services Department, the value analysts study 
every conceivable operation from design and purchase of materials to actual manu- 
facturing. About 80 per cent of their suggestions have been put to work. 


Miles points out that it may take 30 to 90 days to study a product and determine 
what, if any, savings can be made in its manufacturing. Some studies have re- 
quired as long as five months. In one case, the cost of a switch for an appliance 
timing device was slashed from 86 cents to 16 cents when the value analysts found 
a supply firm which sells a “kit of standard switch parts needed for the unit. 
G-E purchased the kit and assembled the switch at a saving of 70 cents per item. 


Here are some other examples of what value analysis has accomplished for 
General Electric: 


A springy bronze clip held a cover in place on a control unit. Value analysts 
found a less springy clip made of tinplated spring steel which did as good a job 
at a saving of $3,500 a year. 

G-E was using 50 million stainless steel pins of one type at a cost of one-third 
cent each. It was found the supplier was inspecting every pin. A sampling inspec- 
tion system was recommended and resulted in a yearly saving of $112,000. 


Contact points for electric ranges were made from phosphor bronze at 70 cents 
a pound, until the value hunters found a contact point could be made from 
carbon steel which did just as good a job—at a cost of only six cents a pound. 


Telescriber “Traffic Cop” Speeds Material Flow 


FULL AND RAPID coordination among the receiving room and the purchasing and pro- 
duction planning operations has been achieved at Bell & Howell Company, 
Chicago, through the installation of a telescriber system. The equipment transmits 
handwritten communications via wire in the three-way interchange of information 
needed for efficient flow of materials as they arrive and are directed to proper 
departments. 


Three machines are used, one each in the Receiving Room, the Purchasing Depart- 
ment, and the Production Planning Department. As shipments arrive, the tele- 
scriber operator in the Receiving Room takes a blank set of the serial-numbered, 
formal receiving tickets and proceeds to write pertinent information on the tele- 
scriber. While the message is being written on the machine in the Receiving Room, 
it is simultaneously transcribed in the Purchasing and Production Planning depart- 
ments. 

As the messages are received in the Production Planning Department, they are 
immediately segregated into design numbers and turned over to the individual 
design coordinators. Telescribers located in the Purchasing and Production Planning 
Departments are designed so that either can send messages to the Receiving Depart- 
ment. 

—Flow 2/53 
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Duninc tHE past 30 years, a gradual 
increase has taken place in the proportion 
of wage earners whose earnings are de- 
termined by a combination of base wages 
and incentive wages. In 1924, a Confer- 
ence Board study which covered 631 
manufacturing establishments, employing 
700,699 wage earners, showed that 56 
per cent of the workers were on straight 
time rates and 44 per cent on some 
form of incentive wage pay. Examina- 
tion of various recent industry surveys 
would indicate that incentive plans in 
manufacturing establishments today cover 
slightly over 50 per cent of the total 
workers. A recent study of the 16 largest 
companies in the steel industry indicated 
52 per cent coverage. In many plants 
today the incentive coverage averages be- 
tween 85 per cent and 98 per cent of 
production and maintenance workers. 

What significant developments in in- 
centive programs for production and 
maintenance workers may we expect to 
see in coming years? 

Over the next decade, coverage with 
incentives in industry seems likely to in- 
crease substantially over the present 50 
per cent level, possibly to 60 per cent or 
more by the year 1962. Time study will 
continue to be used as the medium for 
measuring the performance of men and 
equipment. In some special instances, pre- 
established standard times for determining 
the best method and the work involved 
in the operation will be increasingly used. 
Generally, improved understanding by 
company industrial engineers and the 
availability of qualified and enlightened 
professionals for assistance will result in 
improvements in the design of new incen- 
tive applications. Better maintenance and 
administration will characterize the in- 
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TRENDS AND PROSPECTS IN INCENTIVE PROGRAMS 


centive programs of the future. New 
plans will, moreover, contain substantial 
guides for arbitrators. | 

Most employees and union officials 
agree that the responsibility for the devel- 
opment, maintenance and administration 
of the incentive program should rest with 
the company. However, union spokesmen 
would like to be fully informed about 
the incentive plan and given the chance 
to make constructive suggestions before 
the plan is applied. They want estab- 
lished grievance and arbitration proce- 
dures for cases where it is felt that the 
plan does not provide adequate incentive 
compensation. Moreover, they regard as 
desirable a guarantee of past average 
earnings during trial periods, changes in 
production, and when time is lost as a 
result of off-standard work, or for other 
reasons beyond the incentive worker's 
control. Method changes, rearrangement 
of work loads, or changes in crew size 
should come, they feel, as the result of 
mutual agreement. Such demands as these 
are bound to have some influence on fu- 
ture incentive trends. 

Incentive plans in the future will prob- 
ably provide a higher pay-off ratio, partly 
because of union pressure for a higher 
minimum incentive opportunity, which 
will be increased as industry continues its 
drive for technological improvements that 
reduce requirements for high-effort work 
and manpower. Another substantial in- 
fluence will be the 50. per cent pay-off 
rate now in effect for overtime work. 
Industrial America has long forgotten 
that this premium was supposed to act as 
a penalty and deterrent. The practice of 
paying time-and-a-half for overtime, 
which gained headway during the emer- 
gency of World War I, was conceived to 
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counteract a temporary condition of low 
employment in our economy. It has re- 
mained in effect in these emergency times 
in the role of an unwelcome boarder. It 
is out of balance with all wage and in- 
centive concepts, and has created untold 
industrial relations problems by consist- 
ently making it possible for hourly-paid 
employees to out-earn their immediate 
supervisors when substantial overtime is 
necessary. Moreover, it exerts a harmful 
influence on the strength of incentive pro- 


grams. Why should the employee work 
at a high incentive pace for a 25 per 
cent bonus when he can loaf and get a 
50 per cent bonus for working overtime? 

In keeping with its original function 
as a payment for “inconvenience” during 
emergency periods, overtime pay should 
consist of a flat rate per hour, which 
would insure that all employees receive 
equitable treatment and minimize its 
weakening effect upon incentive pro- 
grams. 


—From an address by JOHN W. Roserts before the National Conference of the Society 
for the Advancement of Management 


WHEN DOES AUTOMATION PAY? 


. 


T xe worp “automation” is one which 
has rocketed into general usage in Amer- 
ican industry within the last few years. 
Today everyone in industry is talking 
about automation, everyone is thinking 
about automation, and many are doing 
something about it. 

In deciding whether to install an auto- 
mation system of any kind, the first and 
most important factor is the expenditure 
that would be required. Since the type 
of system required for automation is 
usually more costly than ordinary equip- 
ment, a particular process may not war- 
rant the expenditure of enough money 
to convert it to automation. Comparing 
the cost of the existing system with that 
of the system after automation will isolate 
the amount which would be charged 
solely to automation and allow a factual 
comparison with ordinary operating costs. 

Next, the matter of production quan- 
tities involved must be considered. In most 
cases involving short-run, small-lot opera- 
tions, automation equipment will not pay 
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unless it is of the most highly universal 
type. In most cases, it is safe to gen- 
eralize that efficiencies to be gained by 
automation are a direct function of the 
quantity of production required. 

Another important factor is the state 
of development of the product involved. 
Is it an accepted product in widespread 
use? Is it a comparatively new product 
which may undergo redesign, or may it be 
expected to remain in its present general 
form for a comparatively long time? 
The possibilities of major design changes 
often militate against automation. 

Since automation almost always results 
in a product of more uniform quality, a 
product requiring a very high or uni- 
form quality in volume will justify more 
elaborate automation. In many cases 
where quality standards are particularly 
difficult, it will be found that automa- 
tion is the best solution to maintaining 
such standards in high production over a 
long period. 

The details of product design are also 
important factors. The success of auto- 
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mation at an efficient cost will be affected 
by the characteristics of locating points. 
When the part has a bare minimum of 
locating points, each of which is an 
accurately machined surface, simplicity— 
and consequently economy—in the design 
of automation equipment becomes pos- 
sible. If the piece involved is to be op- 
erated on from one side only, or if the 
major portion is always available for hold- 
ing, less difficult problems will be encoun- 
tered than in a “put-down” and “pick-up” 
type of operation. If a straight pass- 
through may be made, many problems 
are simplified. 

The physical dimensions of the pieces 
involved must also be considered. Ob- 
viously, equipment for automation in the 
manufacture of a smaller piece, disre- 
garding all other considerations, can be 
much more simply and inexpensively de- 
signed. 


Space requirements and factory layout 
may become a prime consideration in de- 
ciding for or against automation. Con- 
siderable space saving can be effected with 
the use of a properly designed automation 
system. However, where ample space is 
available, it is possible that automation 
may not provide such substantial savings 
as might appear in the first analysis. 

It is important, in this day of rapidly 
changing labor skills, to consider the 
personnel factor. Does the labor area 
in which the operation is located pro- 
vide sufficient capacity in the skilled 
trades to take care of the definite increase 
in maintenance load caused by automa- 
tion equipment? In some cases where all 
other factors point to an affirmative 
decision on automation, it may be neces- 
sary to hold off until there is some assur- 
ance that the necessary skilled labor can 
be trained. 


—Davip A. WALLAcE. Advanced Management (Society for the Advancement of Management), 
January, 1953, p. 52:5. 


In-Plant Health Service Cuts Absenteeism 


LOSSES DUE TO ILLNESS are cut by one-third to one-half in plants installing medical 
services, according to figures released by the Office of Defense Mobilization. “A 
number of companies report that sickness absenteeism has been reduced about 30 
per cent by the introduction of adequate industrial health services,” states ODM. 

In industries studied during World War II, plants with poor medical facilities 
reported 4 per cent to 6 per cent of work-force absent daily from illness, while 
those with good facilities kept sickness absenteeism at 2 per cent to 3 per cent 
per day. These findings are especially significant in the light of the current man- 
power crisis, since the annual loss from sickness absenteeism is equivalent to 2 
million workers being away from their jobs for an entire year. 

Compensation costs have been reduced directly and through lower insurance 
premiums with the advent of joint medical-safety programs, says the ODM report, 
telling of one 300-employee concern that reduced such costs from $18,000 to $7,000 
per year after establishment of a program. 


Other benefits stemming from in-plant health services, ODM found, were lower 
labor turnover, increased productivity, inducement to recruiting, and improved 
morale. Nevertheless, despite obvious advantages in both cost reduction and man- 
power, some large concerns possess inadequate medical facilities, while more than 
95 per cent of small companies have none at all. 


(Deutsch & Shea, Inc., 230 West 41st Suen New York 36, N 


ersonnel Newslett 
1/12/33 
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“Chain Reactions” in Methods Improvement 


JUST AS atomic chain reactions multiply the release of energy, methods changes, 
when properly planned and timed, can set off a whole chain of possibilities for 
further improvement and simplification. 

For example, a section head finds that crowded aisle and floor conditions could 
be corrected if a “mezzanine” storage area were built. High ceilings make this 
change worth while in itself, and further study shows that it would set off a “chain 
reaction” of improvements: (1) Increased aisle space would allow tow-trucks to 
pull a train of three dollies (instead of only one), increasing the efficiency of 
transportation. (2) Decreased truck requirements would permit elimination of one 
truck operator job, thereby reducing labor costs. (3) Additional floor space would 
make rearrangements possible, which should help solve an idle-time problem. 

In order to gain maximum results from methods changes and avoid backfires, 
measure any proposed improvement against this checklist: 


1. What will be the effect of the change on other sections and departments? 
. What other improvements can be made at the same time? 
What future improvements will the change make possible? 
Should changes be handled all at once or by stages? 
. How will the improvements affect jobs and tasks? 


—Methods Improvement (Elliott Service Co., 30 North MacQuesten Parkway, 
Mount Vernon, N. Y.) 2/9/53 


“You’re going to have a helluva lot of 
explaining to do if it isn’t uranium!” 


—Reproduced by permission of Mill & Factory 
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JUDGING THE WORTH OF A SUPPLIER. By David 
Markstein. Purchasing (205 East 42 Street, 
New York 17, N. Y.), February, 1953. Be- 
lieving that the most important single factor 
in the success of any purchasing program is 
the choice of the right supplier, a New Or- 
leans manufacturing company has adopted five 
basic rules to guide its selections. These rules 
include checking the financing of the proposed 
supplier, investigating the state of his back- 
logs, and making sure that he will be willing 
to coordinate his procedures with those of the 
company. 


PRACTICAL ASPECTS OF ACCIDENT PRONENESS. 
By Edward Press. Insurance Index (900 
Baxter Avenue, Louisville 4, Ky.), Vol. XIV, 
No. 6. The psychiatrist’s theory that most ac- 
cidents are caused by maladjusted individuals, 
the psychologist’s confidence in mass testing as 
the answer to the accident problem, and the 
safety engineer's emphasis on the elimination 
of environmental safety hazards are all one- 
sided, the author believes. A system of 
trained safety teams, by combining these ap- 
proaches, could deal effectively with all aspects 
of accident prevention, he suggests. 


HOW AUTOMATIC CAN YOU GET? Production 
Engineering © Management (Birmingham, 
Mich.), February, 1953. Methodical evalua- 
tion of production potential often shows that 
full automatization of manufacturing proc- 
esses will result in great economies despite 
the initial high cost of the equipment. This 
article describes how automation devices have 
achieved complete integration of materials 
handling and processing in several plants by 
providing for the automatic recirculation of 
carrier fixtures. 


METHODS FOR COST CONTROL OF MATERIAL 
HANDLING. By Col. John B. Day. Proceed- 
ings of the Third Materials Handling Con- 
ference (Purdue University, Lafayette, Ind.), 
February, 1952. A main he of the cost 
control system described in this article is 
the use of cost information in the three 
categories of transit handling, process han- 
dling, and distribution handling to determine 
“ideal” (or optimum) costs, which will pro- 
vide the foreman with a basis for corrective 
action as soon as operating costs begin to get 
out of line. Examples are provided to illus- 
trate the application of the system. 


TRI-PLANT COORDINATION. By Fred M. Burt. 
Pacific Factory (709 Mission Street, San Fran- 
cisco, Calif.), February, 1953. A rigid pro- 
duction control system which handles pur- 
chasing, distribution, and over-all costs has 
enabled a California manufacturer to operate 
successfully several widely scattered plants 
manufacturing somewhat diversibed products. 
One device the company has found useful in 
production control is the maintenance of cen- 
tralized purchase and inventory records on all 
finished parts, raw materials, and standard 
purchased parts, as well as inventory records 
on finished parts. 


DO YOU REALLY NEED MORE MACHINERY? 
Management Methods (141 East 44 Street, 
New York 17, N. Y.), February, 1953. This 
article describes a novel device for visual con- 
trol of machine loading which has been de- 
veloped by a midwestern manufacturing com- 
pany. A specially designed wall board fitted 
with taped pegs shows the cumulative load 
on each machine in the plant, thus enabling 
management to avert potential bottlenecks in 
machine loading and making possible greater 
machine utilization. 


EVERY MAN HIS OWN BOSS AT GRAFLEX. By 
E. J. Tangerman. American Machinist (330 
West 42 Street, New York 36, N. Y.), Feb- 
ruary 2, 1953. An operations plan under 
which scrap and rework were halved in one 
year is described in this pictorial report on 
Graflex, Inc., of Rochester, N. Y., where 
every superintendent and foreman is his own 
boss and runs his own unit; and where every 
worker inspects his own work—and gets paid 
for it. Fifty-five photographs and sketches 
illustrate the checking tools used in some of 
the hundreds of processes involved in the 
company’s highly diversified operations. 


INSPECTION METHODS AND RECORDS FOR PRE- 
VENTIVE MAINTENANCE. By John A. Willard 
and Orville T. Wood. Plant Administration 
(481 University Avenue, Toronto, Canada), 
Vol. 12, No. 8. A comprehensive blueprint 
for a program to prevent mechanical work 
stoppages, reduce the cost of repairs, and pro- 
long the life of capital equipment is presented 
in this article. An organizational chart and 
sample record forms illustrate the authors’ 
discussion of inspection methods, record-keep- 
ing, and the use of inspection data. 
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Marketing Management 


USING YOUR TOP SALESMEN AS SALES TRAINERS 


Few orcanrzations know how to make 
the most of sales training. Those that 
do often fail to get their sales-meeting 
audiences listening, interested, and pepped 
up enough to go out into the field and 
do something about it. Yet intelligent 
application of a good sales-training pro- 
gram can result in a barrel of sales. 

One of the best ways of producing 
keen interest, learning and practical field 
application of the best kind of selling, 
directly related to your own product, is 
by getting your sales champions to par- 
ticipate in the sales-training program. 
Here is how to go about it: 

1. Analyze your records and discover 
your sales champions. Analyze your sales 
by major geographical areas, by state, by 
branch, by company and industry, and 
by individual. Discover which of your 
salesmen are the pace-setters and record- 
breakers. These are the men your sales 
staff admires and will listen to, the pos- 
sessors of the know-how of selling your 
products and services. 

2. Determine the secret of each sales 
champion’s tested selling methods. Invite 
him in for a talk. Find out what specific 
techniques he uses for getting sales. Then, 
invite him to talk at the next sales meet- 
ing—but offer him plenty of help, since 
salesmen not only are inclined to be reti- 
cent but often lack knowledge of how 
best to transmit their sales know-how to 
others. 

3. Help to outline a sales meeting talk. 
Have a round-robin with the salesman, 


his immediate superior, the sales presen- 
tation expert, an artist, and possibly a 
market analyst. Get each to make his 
contribution to the successful presenta- 
tion of the selling champion’s selling mes- 
sage. His talk can be made excitingly 
visual by rough graphs, charts, photo- 
static blow-ups of statistics, market data, 
testimonials, and examples of sales-promo- 
tion material that made sales for him. 
Visual help, plus the voice and the physi- 
cal movement of the speaker, will provide 
for a change of pace and keep your 
speaker and audience alert and thinking. 
Don’t forget to leave room for your 
private sales message. Ask the salesman 
to mention some effective sales-getting 
technique in areas where you think your 
sales staff is weakest. 

4. Summarize the talk. Repetition 
makes for good sales training. Directly 
after your invited speaker has finished 
his talk, it’s your turn. Review what he 
has said; highlight the reasons for his out- 
standing success. 

The bed-rock foundation of sales suc- 
cess, the one thing every salesman wants 
more than anything else, is how-to-sell 
information. The men who are best able 
to give them this information, with your 
help, are your sales champions. These 
are the men who can command the 
serious attention of your salesmen—and 
who can give them many practical, tested 
ideas for selling your products and serv- 
ices in greater quantity to more custom- 
ers, more times. 


—WILLIAM J. Tosin. Printers’ Ink, Vol. 241, No. 4, p. 39:3. 
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Financial “Road Show” for Salesmen 


WHAT HAPPENS when a company volunteers to explain its finances to employees? 
Do they actually gain an appreciation of the problems of management, or does 
giving out such information disturb the management-labor relationship? 

To find out, Robert C. Hood, president of Ansul Chemical Company, Marinette, 
Wis., took to the road recently with a nine-man “team” of top company officials. 
Their mission was to give the sales force in the field “a completely honest picture” 
of the company’s financial situation, and to explain to the men exactly where 
they stood in relation to the company’s long-range program for expansion. Pre- 
viously Ansul had made such figures available only to the government and to its 
own stockholders. 


Meeting with the salesmen at Chicago and Philadelphia, Ansul’s president spelled 
out the company’s income and financial situation in terms of dollars spent on 
raw materials, salaries, employee benefits, taxes, and outside consultants. He re- 
vealed the amounts that went for dividends, re-invested earnings and profits, and 
displayed charts showing the ten-year growth of the company. 


What kind of questions came up at the meetings? As had been expected, most 
of the queries were concerned with the company's future plans and expansion, 
rather than with past operations. Here is a sampling: 

“What will the company do with the monies saved after the lapse of the excess 
profits tax?” (“They will be re-invested in the business and go into new products.”’) 

“Have there been any plans to train sales personnel for management jobs?” 


(“The company has done some work in that direction, though not enough. There 
will be more such work."’) 


“Would you advise us to invest in Ansul stock in view of the company’s earning 
record?” (“That's up to you. You've seen the reports.”’) 


“Is Ansul considering selling its stock to employees on a preferred basis?” (“Yes, 
the company is trying to work out a satisfactory plan.”) 


As a result of the meetings, the company feels that it is considerably closer to 
the men in the field than ever before. Also, it believes, the sales force has a much 
better understanding of management's problems. 


Cheaper by the Dozen? 


A PRONOUNCED SHIFT in the average size of American families from “small” to 
“moderate” has been in progress since 1940. Statisticians of Metropolitan Life 
Insurance Co. say that the trend is evidenced by the increasing rate at which third, 
fourth and fifth children are being born into the family. From 1940 to 1950—the 
most recent year for which this data is available—the birth rate for third children 
rose by 77 per cent, for fourth children by 50 per cent, and for fifth children by 
27 per cent. 

Fluctuations in the birth rate in the United States since the beginning of World 
War II, the statisticians observe, probably are without parallel in the country’s 
history. The early war years brought a definite upswing in births, but this was 
reversed in 1944 and 1945 following the movement overseas of millions of our men. 
With the end of hostilities and the demobilization of the armed forces, the birth 
rate rose sharply to a peak in 1947, the highest point in a quarter of a century. 
In the five years since then, births have continued at nearly as high a level. 

The sharp rise in the birth rate since the beginning of World War II, the 
statisticians note, reflects an increase in the proportion of married women as well 
as in the average number of children per mother. 

—Journal of Commerce 2/20/53 
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COMPENSATING FIELD SALES SUPERVISORS 


Since ue 1s the real motivating force 
in field sales operations, it is important 
that the field sales supervisor should be 
adequately compensated. Yet a recent 
survey shows that few companies have 
raised established base salaries for their 
field sales managers during the past few 
years. While regional, district and 
branch managers were averaging, at the 
time of the survey, from $500 to $800 
more per year than in 1950, this increase 
was largely in contingent, rather than 
base, compensation. Moreover, it was 
inadequate to meet the rise in living costs. 


Many business owners admitted that 
they had not changed their compensation 
plans in 19 to 15 years, though they were 
aware of the necessity of “doing some- 
thing about it.” Faced with increasing 
costs of operation, many said they were 
looking around for methods of increas- 
ing sales supervisors’ compensation, their 
motivation, or whatever else would have 
a good effect on the sales and profit 
picture. 


One Minnesota machinery manufac- 
turer stated that it was now paying on a 
combination of credits for dollar sales 
plus salary and expenses, instead of on a 
fixed salary-plus-bonus basis, as before. 
In California, a maker of industrial 
machinery said that his company had 
switched two years earlier to a plan 
whereby branch managers receive $7,200 
a year plus ¥2 of 1 per cent of annual 
sales—and would be prepared to switch 
again if profit trends altered. 

Incentive compensation is provided for 
Safeway Stores’ sales supervisors on the 
basis of net profit, sales volume, and/or 
operating results of specific locations or 
areas. This enables Safeway’s field man- 
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agers to increase their income by expend- 
ing greater effort and energy in upping 
sales and lowering operating costs in their 
areas. 


The Kroger Company, too, has long 
been interested in incentive compensation 
as a tool of management. Its practice is 
to establish, at the beginning of each 
year, a before-tax figure of total branch 
merchandising profits for which the maxi- 
mum bonus will be paid. A minimum 
is also established, to provide some return 
to stockholders before bonuses are paid. 
The maximum and minimum figures are 
distributed over the branches according 
to a formula which takes into considera- 
tion the sales over a period of five years 
at actual company profit rates, and actual 
earnings of the branch over a period of 
three years. Branch managerial jobs are 
then rated by bonus amounts, and bonus 
compensation is paid in proportion to 
the accomplishment of the branch. The 
bonus of the district manager of the 
branch organization is now based on over- 
all branch results, to which he contri- 
buted as part of a team, instead of on 
the results of his district alone. Reason 
for the change, the company explains, 
was that district results were found to be 
affected by conditions beyond the control 
of the district managers. 


standards, 


In setting compensation 
some companies use a rule-of-thumb fol- 
lowing general salary administration and 
union practice, which holds that the su- 
pervisor is entitled to make 10 per cent 
more than the average earnings of his top 


group of workers. In one company, 
sales supervisors are paid 25 per cent 
more than their top salesman, and re- 
ceive 25 per cent more bonus. 
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Aithough a number of companies con- 
tinue to set up bonus quotas for the field 
sales manager to meet, more and more 
attention is being directed toward finding 
better ways of tying the district man- 
ager’s compensation in with the results of 
his district, rather than relying on in- 
flexible quotas. Actually, territorial re- 
sults seem to provide the best basis for 


compensating the field sales supervisor. 
Moreover, territorial profit control ap- 
pears practical as a measure of sales effec- 
tiveness because it focuses attention on 
unprofitable territories and branches— 
and, by indicating which field sales man- 
agers are doing good jobs, serves as a 
guide for setting or altering compensa- 
tion levels. 


—Analysis and Staff Report (Dartnell Sales Service, Chicago 40, Ill.). 


DEVELOPING A DISTRIBUTION RESEARCH PROGRAM 


Many executives who are concerned 
with the problem of increasing the effi- 
ciency of their company’s distribution 
operations have hesitated to undertake a 
distribution research program—primarily 
because they are not sure just how such 
a program is organized and conducted. 
The experience of companics that have 
been conducting distribution research suc- 
cessfully, however, suggests that develop- 
ment of any distribution research pro- 
gram involves only four basic steps: (1) 
finding a starting point, (2) making a 
preliminary diagnosis, (3) developing a 
working plan, and (4) obtaining the 
facts and putting them to use. 

When there is no single distribution 
problem that indicates a starting point for 
a research program, it will be well to 
analyze distribution costs on a company- 
wide basis. This simply means identifying 
the important distribution functions for 
which cost figures are readily available, 
then developing a composite tabulation 
and analysis of costs by functions to de- 
termine the share of the total sales dollar 
being spent to perform each function. 
Such an analysis of costs usually brings 
to light expenses that appear, on the basis 


of judgment, to be both out of line and 
of sufficient importance dollar-wise to 
justify detailed study of the behind-the- 
summary figures. 

For example, the controller of a major 
grocery manufacturer knew that his com- 
pany’s warehousing costs reflected high 
direct labor charges for materials han- 
dling. A question that he was thus able 
.0 raise in reviewing actual expense figures 
pointed the way to a study of the possi- 
bilities for cost reduction through apply- 
ing modern materials-handling methods in 
the company’s warehouses. 

Once the starting point for a distribu- 
tion research program has been estab- 
lished, it is often helpful to make a pre- 
liminary exploration of the indicated 
problems to determine their scope before 
embarking on a more detailed study of 
each problem. If it should become evident 
that a given problem will require more 
time and money than are available for the 
purpose, the detailed study may be nar- 
rowed in scope or even postponed, pend- 
ing a more suitable time for its initiation. 

Because distribution research projects 
normally require the cooperation of a 
number of different people in the com- 
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pany organization over a comparatively 
long time, a written working plan for 
every distribution research project will 
help to ensure effective administration of 
the work. Such a plan should provide a 
clear statement of: 


Effective administration of any distribu- 
tion research program requires that the 
objective of developing practical recom- 
mendations for action at the earliest time 
be kept constantly in mind. The director 
of the distribution research program must 


weigh constantly the relative importance 
. Major factors to be considered of the various steps in any project and 

. Basic steps to be taken be prepared to conclude the fact-finding 

. Location of responsibility for each effort at the point where sufficient evi- 

phase of the work dence has been developed to provide the 

5. Approximate completion time basis for a sound conclusion. At the same 
6. Approximate cost time, he must resist pressures to reach 


While it is obviously impossible to fore- Conclusions too early in a study. This is 


. Objectives of the study 


tell the precise nature of any study prior Particularly true when decisions must be 


to undertaking it, the value of a written made that will require a substantial invest- 
ment in facilities or necessitate changes 


in a company’s long-term objectives, 
policies, or organization. 


plan is so great that it should never be 
omitted simply because it may have to 
be revised. 

—Cnares W. Journal of Marketing, January, 1953, p. 233:12. 


Marketing as a Route to Top Management 


MARKETING MEN gradually are getting a stronger voice in determining the policies 
of leading manufacturers. In the last decade, the proportion of marketing experience 
among all members of all boards of directors of some 30 largest-selling companies 
gained at the expense of other major types of business experience: engineering, 
financial, legal and production. Of combined experiences reported in the 10-year 
period: Engineering declined from 9.8 to 9.3 per cent; Financial declined from 31 
to 28.7 per cent; Legal declined from 11.7 to 9.3 per cent, and Production from 
23.1 to 21.3 per cent. In contrast, “Administrative” increased from 43.6 to 45.7 
per cent; “Other” (including agricultural, educational, labor relations, military, 
purchasing, transportation) rose from 5.1 to 5.4 per cent. Marketing experience 
expanded from 24.7 to 26.7 per cent. 

By industries, marketing experience proportionately is strongest on food-company 
boards. In 1951, 30 of all these 75 directors—or 40 per cent—had marketing 
experience. Among the other groups in 1951, marketing experience was reported 
for 28 per cent of tobacco directors; 27 per cent of chemical; 25 per cent of both 
metals and electronics; 20 per cent of oil; 16 per cent of rubber, and only 7 per 
cent of motors. Over the decade, marketing doubled on electronics boards; gained 
substantially in metals; was unchanged in foods; and declined proportionately in 
tobacco, oil, rubber and motors. 

Lawrence M. Hucues in Sales Management 1/15/53 


ONE OF THE THINGS we have to be thankful for is that we don’t get as much 
government as we pay for. 
—Cuarres F. Ketrerinc 
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Although a number of companies con- 
tinue to set up bonus quotas for the field 
sales manager to meet, more and more 
attention is being directed toward finding 
better ways of tying the district man- 
ager’s compensation in with the results of 
his district, rather than relying on in- 
flexible quotas. Actually, territorial re- 
sults seem to provide the best basis for 


compensating the field sales supervisor. 
Moreover, territorial profit control ap- 
pears practical as a measure of sales effec- 
tiveness because it focuses attention on 
unprofitable territories and branches— 
and, by indicating which field sales man- 
agers are doing good jobs, serves as a 
guide for setting or altering compensa- 
tion levels. 


—Analysis and Staff Report {Dartnell Sales Service, Chicago 40, IIl.). 


DEVELOPING A DISTRIBUTION RESEARCH PROGRAM 


Many executives who are concerned 
with the problem of increasing the effi- 
ciency of their company’s distribution 
operations have hesitated to undertake a 
distribution research program—primarily 
because they are not sure just how such 
a program is organized and conducted. 
The experience of companies that have 
been conducting distribution research suc- 
cessfully, however, suggests that develop- 
ment of any distribution research pro- 
gram involves only four basic steps: (1) 
finding a starting point, (2) making a 
preliminary diagnosis, (3) developing a 
working plan, and (4) obtaining the 
facts and putting them to use. 

When there is no single distribution 
problem that indicates a starting point for 
a research program, it will be well to 
analyze distribution costs on a company- 
wide basis. This simply means identifying 
the important distribution functions for 
which cost figures are readily available, 
then developing a composite tabulation 
and analysis of costs by functions to de- 
termine the share of the total sales dollar 
being spent to perform each function. 
Such an analysis of costs usually brings 
to light expenses that appear, on the basis 
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of judgment, to be both out of line and 
of sufficient importance dollar-wise to 
justify detailed study of the behind-the- 
summary figures. 

For example, the controller of a major 
grocery manufacturer knew that his com- 
pany’s warehousing costs reflected high 
direct labor charges for materials han- 
dling. A question that he was thus able 
to raise in reviewing actual expense figures 
pointed the way to a study of the possi- 
bilities for cost reduction through apply- 
ing modern materials-handling methods in 
the company’s warehouses. 

Once the starting point for a distribu- 
tion research program has been estab- 
lished, it is often helpful to make a pre- 
liminary exploration of the indicated 
problems to determine their scope before 
embarking on a more detailed study of 
each problem. If it should become evident 
that a given problem will require more 
time and money than are available for the 
purpose, the detailed study may be nar- 
rowed in scope or even postponed, pend- 
ing a more suitable time for its initiation. 

Because distribution research projects 
normally require the cooperation of a 
number of different people in the com- 


The Management Review 


> 
| 
q 
\ 
j 
: 
( 
of 
a 
| 
i] 
: | 
AS | 
b 
4 ne 


pany organization over a comparatively 
long time, a written working plan for 
every distribution research project will 
help to ensure effective administration of 
the work. Such a plan should provide a 
clear statement of: 


. Objectives of the study 

. Major factors to be considered 

. Basic steps to be taken 

. Location of responsibility for each 
phase of the work 

. Approximate completion time 

. Approximate cost 


While it is obviously impossible to fore- 
tell the precise nature of any study prior 
to undertaking it, the value of a written 
plan is so great that it should never be 
omitted simply because it may have to 
be revised. 


Effective administration of any distribu- 
tion research program requires that the 
objective of developing practical recom- 
mendations for action at the earliest time 
be kept constantly in mind. The director 
of the distribution research program must 
weigh constantly the relative importance 
of the various steps in any project and 
be prepared to conclude the fact-finding 
effort at the point where sufficient evi- 
dence has been developed to provide the 
basis for a sound conclusion. At the same 
time, he must resist pressures to reach 
conclusions too early in a study. This is 
particularly true when decisions must be 
made that will require a substantial invest- 
ment in facilities or necessitate changes 
in a company’s long-term objectives, 


policies, or organization. 


—Cnares W. Situ. Journal of Marketing, January, 1953, p. 233:12. 


Marketing as a Route to Top Management 


MARKETING MEN gradually are getting a stronger voice in determining the policies 
of leading manufacturers. In the last decade, the proportion of marketing experience 
among all members of all boards of directors of some 30 largest-selling companies 
gained at the expense of other major types of business experience: engineering, 
financial, legal and production. Of combined experiences reported in the 10-year 
period: Engineering declined from 9.8 to 9.3 per cent; Financial declined from 31 
to 28.7 per cent; Legal declined from 11.7 to 9.3 per cent, and Production from 
23.1 to 21.3 per cent. In contrast, “Administrative” increased from 43.6 to 45.7 
per cent; “Other” (including agricultural, educational, labor relations, military, 
purchasing, transportation) rose from 5.1 to 5.4 per cent. Marketing experience 
expanded from 24.7 to 26.7 per cent. 

By industries, marketing experience proportionately is strongest on food-company 
boards. In 1951, 30 of all these 75 directors—or 40 per cent—had marketing 
experience. Among the other groups in 1951, marketing experience was reported 
for 28 per cent of tobacco directors; 27 per cent of chemical; 25 per cent of both 
metals and electronics; 20 per cent of oil; 16 per cent of rubber, and only 7 per 
cent of motors. Over the decade, marketing doubled on electronics boards; gained 
substantially in metals; was unchanged in foods; and declined proportionately in 


tobacco, oil, rubber and motors. 
Lawrence M. Hucues in Sales Management 1/15/53 


ONE OF THE THINGS we have to be thankful for is that we don’t get as much 
government as we pay for. 
—Cuarres F, Ketrerinc 
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Coror 1s A porent force in modern 
business, and a tough one to handle. In 
the styling of consumer goods, some 
colors are profitable, and others aren't. 
However. cesearch and factual investiga- 
tion usually show that the factors govern- 
ing color acceptance and rejection are 
not as mysterious as they may seem. 

Color trends come into being for the 
simple reason that people like variety. 
Since color is a source of emotional en- 
joyment, a desire for change in color is 
as natural as the desire to see different 
movies or travel to strange places. 

Fluidity in color trends is probably 
greatest in the field of high-fashion cloth- 
ing, where change is the constant order 
of the day. Through a screening process, 
measured by demand, a few of the high- 
fashion hues enter upper- and middle-class 
markets, where they are once again ex- 
posed to screening. By the time mass 
markets have been reached, the surviving 
colors are fewer in number. Still farther 
down the line, color preferences for staple 
items like housewares are even more re- 
stricted; and, at the very bottom, the 
impulse colors—for novelties, simple gifts, 
or toys—represent the shortest range of 
color choice. 

While color cycles in high-fashion mar- 
kets move swiftly, and may double up and 
repeat within a year or two, the cycles in 
upper- and middle-class markets may take 
from three to five years, and twice as 
long may be required for the completion 
of a cycle in the mass market. 

A real sophisticate in the high-fashion 
field is more likely to buy a given color 
if she thinks that no one else has it. Sub- 
tlety and conservatism are important to 
her, and so is the tasteful coordination of 
her purchases. Mass market buyers, on 
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COLOR: SOME FACTS ABOUT CONSUMER PREFERENCES 


the other hand, tend to buy what every- 
one else seems to want. Since these 
people frequently budget their cash to 
buy one thing at a time, they like their 
colors simpler and more vivid; each pur- 
chase must stand out and be individually 
beautiful. 

Color preferences, which seem to affect 
high fashions more than mass-market mer- 
chandise, differ to some extent over var- 
ious regions of the country. A regulating 
factor seems to be sunlight: The more 
there is of it in a particular area, the 
brighter will be the colors chosen. New 
Englanders, for example, like conserva- 
tive, practical colors; Southerners, by and 
large, the deeper and richer tones. Cali- 
fornia and Florida tend to favor light 
pastel tints, and their preferences have 
often influenced the whole country. Color 
preferences seem to reach a mean between 
extremes of warmth and coolness in the 
midwestern states. 

Before World War II, the average 
American home reflected a delight in 
tones of rust and green. Some 10 years 
ago, this preference had shifted to tones 
of rose and blue; and today a green cycle 
has again been reached. Where the aver- 
age order of preference 10 years ago in 
home furnishings was wine, rose, tur- 
quoise, royal blue, the order today is dark 
green, gray, chartreuse, red, yellow. 

Letting color trends and cycles speak 
for themselves—and banking the facts of 
the past against guesswork—a fairly sure 
picture of the future may be drawn. 
Probably, the age-old cycle from green 
and rust to red and blue will once again 
repeat itself; but changes in general will 
be slow and few. Gray, which for the 
first time in the history of home furnish- 
ings has reached a top position, will de- 
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cline because of saturation. Green will 
still remain big volume, but may shift 
from yellowish to bluish variations and 
from darker to lighter tints. Blue, which 
has been dormant in recent years, will 
perhaps have the sharpest rise. (In pure 
psychological research, blue has always 
been preferred by most persons. While 
it may lose ground because of the vagar- 
ies of current styles and vogues, it is 
always sure to make a comeback.) Tones 
of red—always liked by the public—will 
expand and swing into new variations of 
pink, rose, and coral. Yellow will remain 
steady, and inspire a demand for tones of 
gold in some home furnishings. 

Though color holds magic in selling, 
it can also be a headache. Colored bread 
(for pretty party sandwiches) turned out 
to be a failure, because it appeared un- 
appetizing or inappropriate to most peo- 
ple. Other manufacturers have lost money 


by offering too many colors, with the re- 
sult that their poor sellers drained the 
profits of the good ones. Frequently, too, 
an entire industry may get into a rut 
doing what everyone else does in the 
same field. 

Yet, constant attention to color trends 
has made consistent profits for many com- 
panies. In recent years some colors, like 
flame red, gray, and deep green, have 
come out in front from next to nowhere. 
Where research and intelligent observa- 
tion are applied, it is wholly possible to 
ride the color crests and to take practi- 
cally no chances in offering them ahead 
of competition. 

Color is an exciting venture in selling. 
Yet it needs the sure rather than the gen- 
tle touch. Management should control 
it intelligently and sensibly and opinions 
should never be substituted for a sound 
knowledge of color facts. 


—FAaBER BirREN. Monsanto Color Service Report (Monsanto Chemical Co.) 


Toujours la Politesse! 


EACH YEAR “lost sales” are chalked up at the point-of-sale by the salesman's dis- 
courteous or indifferent attitude toward the customer. Impoliteness toward cus- 
tomers takes many forms, according to a study made by Douglas Williams & 
Associates, a New York employee relations counselor firm. 


The most common “sales-dissuaders” are: reluctance to display merchandise; 
hurrying the customer’s decision; being obvious about nearness to lunch hour or 
closing time; carrying on a conversation with other employees while the customer 
waits; losing interest in shoppers who aren't going to buy at that time; not being 
helpful when customers ask for directions; showing impatience with low-priced 
orders; and criticizing the customer's taste. 

Bad manners behind the counter, the survey concludes, are more the result of 


thoughtlessness than deliberate rudeness or malice. 
—Journal of Commerce 3/5/53 


GOING, GOING: A merchant who advertises a “going out of business” sale can be 
arrested for not going. 
—Rockville Centre (N. Y.) ordinance 
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MEASURING SALES POTENTIALS. By Donald M. 
Hobart. Proceedings of the Twenty-Fourth 
Annual Boston Conference on Distribution 
(Boston Chamber of Commerce, 80 Federal 
Street, Boston 10, Mass.), $3.90. 104 pages. 
A step-by-step procedure is outlined in this 
article for setting the sales quota for a sales 
district, jobber, or wholesaler territory. The 
procedure involves defining the sales area, 
using an adequate and reliable market index, 
developing actual sales data by sales districts, 
and setting sales goals for next year. The 
choice of a satisfactory market index should 
pa sense on its treatment of two basic types of 
information: where people buy and where buy- 
ers live. In applying this index to the na- 
tional market, the author recommends the 
county as a basic territorial unit in building 
control districts. 


FOREARMED FOR '53. By Gilbert H. Clee. 
Dun's Review (99 Church Street, New York 
8, N. Y.), February, 1953. Reviewed here are 
some case examples of profitable changes and 
additions to company product lines, designed 
to: meet new trends in consumer preferences. 
These include: “do-it-yourself” products to 
offset the high cost of labor; workshop, gar- 
den, and sewing tools for the growing hobby 
market; and lighter, easily-prepared foods, in 
keeping with the improved national diet and 
general dearth of domestic help in the home. 


CHANGING PATTERNS IN THE RETAIL WORLD. 
E. J. Condon. Chain Store (185 

adison Avenue, New York 16, N. Y.), Feb- 
ruary, 1953. Among the major changes of 
the past decade which have had far-reaching 
effects we retailing are the population in- 
crease of 22 million, the increase in spendin 
power of $194 billion, and the addition o 
16 million cars to U. S. highway traffic. 


One striking result, for example, is that re- 
tail customers are quitting “downtown” and 
“Main Street” in favor of the community 
shopping center. In this broad survey, the 
author traces the new patterns of retail trade 
created by such factors as major product ad- 
vances (e.g., frozen foods, synthetic fabrics 
and plastics); the development of the super- 
market; the increased building of G. I. homes 
in suburban areas; the bumper crop of war 
babies; lengthening store hours (in some 
industrial communities, stores now stay open 
24 hours a day, seven days a week, year- 
round) and the sharp rise in retail wage rates. 


ADMINISTERING SALESMEN’S COMPENSATION. 
By Harry R. Tosdal. Harvard Business Re- 
view (Soldiers Field, Boston 63, Mass.), 
March-April, 1953. Examines a number of 
the major administrative problems involved in 
the operation of a compensation plan, such as 
(1) changes in the compensation agreement 
between the salesman and his employer; (2) 
the assignment of sales or commission credit 
where two or more salesmen are involved in a 
single transaction; and (3) an employer's 
actions in shifting territories or customers o 
salesmen. 


THE PRODUCT THAT SELLS. Fortune (9 Rockefel- 
ler Plaza, New York 20, N. Y.), March, 1953. 
The total American market is so vast today 
that any company that can win a § or 10 per 
cent share of the market for almost any prod- 
uct will prosper. Capturing a share of the 
market calls for the distinctive, rather than 
the imitative approach, this article points out, 
citing such notable examples of successful 
product innovations as the Bendix washer- 
dryer, artist’s-design fabrics, and the Polaroid 
Land Camera, which produces a finished print 
a few moments after the picture is taken. 


20-23, at Navy Pier, Chicago. 


AMA PACKAGING CONFERENCE AND EXPOSITION 


The 22nd National Packaging Conference and Exposition of the 
American Management Association will be held Monday-Thursday, April 
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Financial Management 


NEW INFLUENCES IN THE STOCK MARKET 


Nor since THE “boom and bust” period 
of the late Twenties and early Thirties 
has the stock market attracted so much 
attention as it is getting today. The pres- 
ent market, however, has none of the 
flamboyance of 1929. Investment, rather 
than speculative considerations, predomi- 
nates today. 

One factor in the upward movement 
of stocks since 1949 may be a shift in 
investor psychology. New funds of great 
magnitude seeking investment are the 
latest force making an impact on stock 
prices. These are the so-called institu- 
tional funds, which include pension funds, 
open-end investment trusts, private trusts, 
insurance companies, and savings banks. 

The total market value of outstanding 
stock in U. S. corporations, as of Decem- 
ber 31, 1952, is estimated at roughly $230 
billion, of which about $140 billion is 
stock traded on exchanges. Excluding 
stock held by one corporation as a 
permanent investment in another (not 
normally part of the market supply and 
so a form of double counting), the total 
stock is reduced to $190 billion—$175 
billion of common, $15 billion preferred. 
Of this, perhaps $110 billion is stock 
traded on exchanges, which is, of course, 
the area of major public interest and par- 
ticipation. 

Apart from stock owned directly by 
individuals, the largest shareholdings as 
estimated at the end of 1952 were in the 
hands of insurance and investment com- 
panies, universities, foundations, other 
charitable associations, self-insured cor- 
porate pension funds, and to a lesser ex- 
tent banks and other companies. The 
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total, some $20 billion, accounts for about 
11 per cent of the outstanding stock in 
U. S. corporations. 

Another major block consists of stock 
in personal trusts owned by individuals 
but administered by trustees. On the 
basis of not wholly satisfactory data, it 
appears that personal trusts administered 
by trustees with discretionary powers 
(i.e., exclusive of custodian, safekeeping, 
and similar accounts) held about $26 
billion in stock, including $3 billion of 
preferred, at the end of 1952. The great 
bulk of such stock was in the hands of 
the banks, with 68 banks accounting for 
an estimated 72 per cent of the total ad- 
ministered by these institutions. This 
$26-billion total constituted another 13% 
per cent of exchange stock. 


Last year, pension funds, investment 
trusts, and other institutional buyers 
bought $1 billion more of common stock 
than they sold. Their net purchases of 
common have increased tenfold in the 
past decade, and most of the advance has 
occurred in the last few years. The growth 
of buying has been particularly striking 
in the case of open-end investment com- 
panies and self-insured pension plans. Evi- 
dence gathered in a special Fortune sur- 
vey indicates further expansion of net 
purchases, particularly by pension plans. 
Personal trusts have had very minor pur- 
chase balances, and there is only sketchy 
indication of an intended increase in 
common-stock investments. But bank- 
administered personal trusts hold a larger 
slice of stock than all other institutions 
combined. 
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The total and the composition of the 
assets of self-insured pension plans, life- 
insurance companies, and trust funds ad- 
ministered by banks, estimated as of De- 
cember 31, 1952, are shown below to 
indicate the relatively small proportion of 


Despite the rapid growth in stock in- 
vestment, the Fortune survey indicates 
that there is still a fairly sizable though 
diminishing number of these funds— 
around one-fifth—without any common 
stock. While this is more frequent for 


assets in stock and the substantial poten- 
tialities of any changes in investment 
policies, 


small companies, some of the largest plans 
have no equities. Most funds have from 
5 per cent to 30 per cent invested in 4 
($ billions) common; only a handful exceed 35 per 
Self-insured pension plans .. $ 1.5 ...... $ 9.7* cent. Few pension plans have significant 
Life-insurance companies .. pals 73.2 investments in their own stock, but there 
Personal trust funds .......... tea 55.0¢ is at least one notable exception where a 
“Includes $2.1 billion of U. S. governments and long-established fund has effective work- 


$5.3 billion of other bonds. : 
t Margin of error substantial. ing control of the company. 


—IRWIN FrieNnD. Fortune, March, 1953, p. 108:7. 


Common Total 
stock assets 


How to Start a Depression 


MANY AMERICANS think there is going to be a depression. Some think it will be 
this year; others feel it may come in “54. They just know there will be one—a 
humdinger. Most of these people don’t know quite how to start this depression, : 
even though they may have been through one in the 30's. However, they are doing 
their best to give it a little push. 
There are several ways they could get it off to a good start. If they all pulled | 
together, maybe a lot of us would be back to work again at the old apple stand. 
Here are a few things they could do: 
They could talk about it morning, noon, and night. Soon they would get enough i 
people scared enough to take them seriously. The business men, among them could = 
issue a general order to buy nothing new, nothing that would improve their products, | Z 
lower costs, or boost sales. They could cut expenses to the bone, regardless of how i 
it was done or what it affected. If sales are good, they could sit back and forget 


about it, send the salesmen home, do nothing to keep up with competitors. They 

could let their inventories reach a low point—low enough not to have what the | 
customer wants when he wants it. This could lose sales, cause unemployment, and 
dissipate markets. 

If they are big wheels, they could make a solemn announcement to the press that 
business wasn't quite up to snuff. They could start a whispering campaign that they 
had it from so-and-so that the bottom was falling out. As a final, sure-fire way to 
help start a depression, they could forget what their ancestors learned, have no faith 
in anyone or anything, sit on their hands, and wait for doomsday. 

—Iron Age 2/26/53 


STATISTICS FROM the U. S. Census Bureau reveal that approximately one out of 


every five Americans works for himself. 
—This Week 1/11/53 
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PENSION LIABILITIES: 


Te TREATMENT given retirement plan 
liabilities in annual reports to stockhold- 
ers differs widely. Some companies do 
not report them at all; others state only 
the past service liabilities with no refer- 
ence to the annual cost. 

A mere balance-sheet footnote or simi- 
lar reference to these liabilities in the 
financial statement may tend to be mis- 
leading. Merely to state the past service 
liability as a given amount is about as 
accurate as to describe a man as a feather- 
less biped. Moreover, it is likely to 
create erroneous impressions among 


stockholders, who may wonder why this 
liability isn’t included in the balance sheet 
proper. Actually, the so-called past serv- 
ice liability is largely nomenclature used 
for the purpose of establishing a tax base, 


rather than an accurate label. A past 
service liability really exists only at the 
inception of a plan, and even then it 
might more appropriately be labelled as 
“unfunded accrued liabilitiy.” 

There can be wide variation in the 
amount of this liability for the same bene- 
fits in the same company. The actuarial 
method used may result in a variation in 
the liability of as much as 100 per cent. 
Differences in assumptions as to mortal- 
ity, interest, withdrawal, social security, 
retirement age, and other factors used 
in making the estimate could result in a 
further variation of at least 100 per cent. 
Past service liabilities can be frozen at 
the inception of the plan; if this has been 
done, and the fact is stated in the report, 
the impression is created that liabilities 
under the plan have been frozen. When- 
ever this liability is frozen, it can be ex- 
pected that the normal or annual cost 
under the plan in future years will be 
more subject to variation and that the 
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A BALANCE-SHEET BUGABOO ? 


entire increase in liabilities will be re- 
flected in the annual cost. Consequently, 
any statement about the past service li- 
ability under any plan as of a given year 
requires considerable elucidation, and 
should also contain some reference to the 
fact that in reality the amount stated will 
vary in future years to the extent that 
the actual experience of the plan in opera- 
tion differs from the assumptions used. 

Like many other company commit- 
ments, the past service liability under a 
retirement plan is an assessment against 
the future earnings of a company; fre- 
quently it constitutes a smaller claim on 
future earnings than many other items in 
the company’s operations—such as wage 
increases—that are seldom specifically 
mentioned. If social security, workmen's 
compensation, and all other benefits are 
added together, the total commitment on 
the part of some companies is three to 
four times as large as the retirement plan 
liabilities. 

Retirement plan liabilities, it should be 
remembered, are incurred because people 
grow old and their productive abilities 
diminish. Some companies continue un- 
productive older workers on the payroll 
and absorb the unproductive portion of 
their compensation in current operating 
costs. Regardless of whether the practice 
has any formal status, it still constitutes 
a type of retirement plan, and its costs 
are just as measurable and reportable as 
if it were so labeled. From the long- 
range investment viewpoint, this kind of 
procedure may be more hazardous than 
the adoption of a formal retirement plan. 
Some companies that have attempted to 
measure the effects of such practice have 
concluded that a retirement plan that 
uniformly covers all employees with de- 
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terminable benefits is cheaper than con- 
tinued absorption of unproductive com- 
pensation. 

Among the other factors to be con- 
sidered in the treatment of liabilities un- 
der a retirement plan is the impact it 
can have upon employees. If, for ex- 
ample, a company contributes the maxi- 
mum that it can deduct in one year and 
the minimum in another year, employees 
may feel that their retirement benefits are 
less secure, and undue pressure may be 
brought upon the company to amortize 
liabilities at a specified rate, regardless of 
earnings or working capital position. 

Is it of any great value to investors to 
see in a proxy statement the estimated 
cost to a company of providing benefits 
for officers and directors when, in most 
instances, the only thing certain about 
such statements is that they are incorrect? 
The actual cost of future retirement bene- 
fits for any individual under a typical 
pension plan could only be determined if 
it were possible to predict when that per- 
son will retire, how much benefit will be 
payable at that time, how long he will 


live, what interest rate will be earned on 
the funds set aside, and what settlement 
option he will have selected—an obvious 
impossibility. 

The ultimate cost of any retirement 
plan will be determined by the amount 
paid in benefits, not the estimate or the 
amount of money put into a fund. 
The estimates are merely the tax base 
and the guide to the amount of money 
that should be set aside; the amount of 
money in the fund is the reserve from 
which the benefits are paid. The process 
of funding provides flexibility for the 
employer in anticipating liabilities, and 
security for the employees in the expecta- 
tion that the benefits will be received. 
However, no one can predict accurately 
what the ultimate liability under any plan 
will be, and it is becoming increasingly 
apparent that the payment of retirement 
benefits is simply a normal business ex- 
pense. It seems fair to ask, therefore, 
whether the retirement plan should be 
labelled as a liability. Perhaps a financial- 
statement mountain is being made of a 
retirement-plan molehill. 


—For Your Information (Edwin Shields Hewitt and Associates, Libertyville, Ill.), 
December, 1952—January, 1953, p. 2:2. 


AT THE END of World War II, American investments abroad stood at $8% billion. 
In six years, this increased to $15 billion in plants and facilities; during the same 
period, the annual income from these investments rose from $900 million to $2% 


billion. 


—The Insurance Broker-Age 12/52 


Conference. 


A SPECIAL AMA CONFERENCE ON REPORTS TO TOP MANAGEMENT 


A special AMA Methods Review Conference, featuring five case his- 
tories of company control report programs, will be held on Monday, May 4, 
1953, at the Hotel Astor, New York. A workshop exhibit of company con- 
trol reports, forms, graphs, and charts will be held concurrently with the 
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MAKING OWNERS OUT OF WORKERS 


The Base of stock ownership in Amer- 
ica, which consists today of an estimated 
6% million individual stockholders, is 
currently being broadened in three prin- 
cipal ways: first, by continuing efforts 
on the part of brokerage firms to reach 
the “small man”; second, by the sale of 
“mutual funds”; third, and potentially 
most important, by employee stock-pur- 
chase programs. 

For the average factory employee, gen- 
erally located far from the financial or 
office district in his city or town, access 
to brokerage facilities is extremely limited, 
and familiarity with the how and why of 
investment practice is virtually unknown. 
Moreover, it doesn’t pay the brokerage 
house to solicit small business, and for 
the small buyer himself the high commis- 
sion costs, plus odd-lot charges and mail- 
ing expense, are a considerable discourage- 
ment. 

While mutual funds are not, strictly 
speaking, a new development, it is only 
in comparatively recent years that the 
solicitation of funds from the public has 
been organized on a large scale, with 
thousands of salesmen all over the coun- 
try channeling odd amounts of money 
into the relatively conservative hands of 
the big fund managers. However, the 
average worker in American industry is 
still not regarded as profitable territory 
for the stock salesman. 

The fact that the individual salesman 
can be dispensed with constitutes a major 
advantage of employee stock-purchase 
plans. If the average employee's excess 
savings can increasingly be channeled, 
through company facilities, into the pur- 
chase of stock, there is some statistical 
basis for thinking that the present 6/2 
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million total of individual shareholders 
may be trebled or quadrupled over the 
next 10 years. 

Today's employee stock purchase plans 
are almost universally designed to provide 
a simple, automatic method of converting 
the employee into a part-owner of the 
business on a long-term basis. Moreover, 
the mechanics of the usual plan restrict 
the employee’s participation to a specified 
percentage of his salary or wage, and 
various measures are adopted to minimize 
the price risk. 

In the case of the American Telephone 
and Telegraph Co., for example, eligible 
employees (meaning those employed for 
at least three months) have the right to 
subscribe for a maximum of one share 
for each $500 of annual compensation. 
Payment of $5 per share per month is 
then collected until a sufficient total is 
accumulated to equal the then prevailing 
market price, less $20 per share. Not 
only is the employee protected by the 
$20-a-share price concession but he also 
has the right to cancel at any time during 
the accumulation period. About 100 
large companies whose stocks are listed 
on the New York Stock Exchange have 
adopted some type of conservative stock- 
purchase plan. 

A feature of some importance in em- 
ployee stock-purchase plans is the han- 
dling of the voting question. In plans 
being set up today, it is still usual prac- 
tice to provide for the stock to be voted 
by company-appointed trustees until the 
stock is paid for and issued to the em- 
ployees. There is an increasing tendency, 
however, to treat the employee as a fully 
qualified voting stockholder even though 
his stock is held in some kind of fund. 
In the United Merchants and Manufac- 
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turers “continuing type” plan, for ex- 
ample, the stock is held in a custody 
account at a bank until the individual 
accumulation reaches 10 shares, but the 
individual has full voting rights from the 
beginning of his accumulation, together 
with all other rights accruing to any 
stockholder of the company. 

Considerable implications are involved 
in this question of voting power. Em- 
ployee purchasing power over a period of 


years is impressively large in relation to 
the market valuations of the equities of 
many leading companies. It is quite pos- 
sible that employee stock-purchase plans 
will gradually develop on a scale which 
will give American workers not only a 
share of ownership but a share of man- 
agement, and that they will eventually 
play a major role in providing the ex- 
panded investment base that our growth 
requires. 


—Louis Stong. U.S.A. (National Association of Manufacturers), Vol. 2, No. 4. 


Also Recommended « « « 


THE COST OF COST. By Michael Albery. Cost 
and Management (66 King Street East, Ham- 
ilton, Ontario), January, 1953. Arising from 
competitive market conditions, the desire for 
precise information on operating costs can 
easily lead the cost-conscious executive into 
making wrong decisions, Dr. Albery believes. 
He points out that a steady flow of cost in- 
formation, about 95 per cent accurate, which 
can be achieved at reasonable expense, is often 
considerably cheaper and more reliable than 
data obtained when the aim is 100-per-cent 
accuracy. 


TAX COURT DECISIONS THAT CAN MEAN DOL- 
LARS TO YOUR FIRM. By J. H. Landman. The 
Controller (1 East 42 Street, New York 
17, N. Y.), January, 1953. Though little sig- 
nificant tax legislation was enacted during 
the past year, several court decisions were 
handed down that will affect the treatment 
of a wide variety of business expenditures 
during the coming months. Among the gen- 
eral topics covered in this review of recent 
tax court rulings are repayments, corporate 
surpluses, promissory notes, and corporate re- 
organization. 


INNOVATIONS IN AUDITING REPORTS. By H. R. 
Symes. The Internal Auditor (120 Wall 
Street, New York 5, N. Y.), December, 1952. 
This report on a recent field survey describes 
some interesting and unusual methods of re- 
porting which internal auditors are using to- 
day. One type of report discussed is a weekly 
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auditor's letter which reports to top manage- 
ment on completed audits, comments on the 
highlights of audits in progress, and compares 
actual with estimated costs for certain aspects 
of company operations. 


INVESTMENT WRINKLE—“LEASE-BACKS” PROM- 
ISE NEW FINANCING OPPORTUNITIES. By 
Thomas F. Willmore. Barron's (40 New 
Street, New York 4, N. Y.), December 22, 
1952. Use of the lease-back—a method of 
real estate financing involving a long-term 
lease on a building to be bought or constructed 
by a prospective investor—has spread from the 
retail field to the financing of new buildings 
for industrial and utility firms. Besides dis- 
cussing the advantages it offers to the investor, 
this article points out the value of the lease- 
back to the lessee as a means of raising large 
capital without sacrificing future flexibility in 
financial administration. 


THE FREQUENCY AND IMPORTANCE OF ER- 
RORS IN INVOICES RECEIVED FOR PAYMENT. 
By Robert H. Gregory. The Controller (1 
East 42 Street, New York 17, N. Y.), 
January, 1953. Basing his conclusions on a 
study of the invoices received by one large 
company from several hundred vendors, the 
author suggests that the accepted practice of 
examining all invoices in an attempt to locate 
even minor errors is uneconomical in view of 
the amounts usually involved. He recom- 
mends instead that selected samples of in- 
voices be examined. 
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Insurance Management 


AVOIDING INSURANCE PENALTIES ON INVENTORY LOSSES 


Onze Answer to the problem of insur- 
ing fluctuating inventories is the pro 
visional or monthly reporting contract, 
under which insurance is purchased with 
maximum limits presumed to be well 
above the anticipated peak value of the 
inventories during the year. The monthly 
reports of values are filed with the in- 
surance company, and at the end of the 
policy term the premium is determined 
from the average values. 

This monthly reporting or provisional 
form is quite attractive and has many ad- 
vantages providing the policyholder not 
only understands but is in a position to 
meet certain of its requirements. Failure 
to learn the provisions of such a policy 
cost one manufacturer $8,151.37—a pen- 
alty that he could have avoided without 
paying additional premium. 

This manufacturer apparently recog- 
nized that significant fluctuations occurred 
in the value of his merchandise during 
the year. During the first policy year, 
he reported values averaging $4,000 per 
month, though—as was later determined 
—the true average value of the mer- 
chandise was $25,463. The actual earned 
premium, based on the rate applying and 
the average of the reported values, was 
$38.40. However, a minimum premium 
of $100 applied, and for the same mini- 
mum premium the insured could have had 
the advantage of $10,416.67 of cover. 

In the second policy year, a loss of 
$27,253 occurred. The last report of 
values filed before the loss had indicated 
$2,000; as of the date of this report, 
however, the actual value was $28,140. 
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The court agreed with the underwriter 
and applied the following provision from 
the insurance contract: 

Liability under this policy shall not in 
any case exceed that proportion of any 
loss hereunder [meaning the loss at the 
location involved}, which the last reported 
value filed prior to the loss at the location 
where any loss occurs bears to the actual 
value at that location on the date for which 
report is made. 

The proportion of reported value to 
actual value as of December 31 is the 
relation of $2,000 to $28,140, or 7.11 
per cent. Therefore, the policyholder col- 
lected 7.11 per cent of his actual loss of 
$27,253, or $1,937.69. He was therefore 
penalized to the extent of $25,315.31 be- 
cause of his inadequate reporting of 
values. 

The insurance rate applying was 96 
cents per hundred. At this rate, the 
minimum premium of $100 would have 
provided insurance coverage in the 
amount of $10,416.67. Thus, if the in- 
sured had wished to hold his premium 
outlay to $100, he could still have re- 
ported values up to $10,416.67. In this 
case, the proportion of actual value to 
reported value would have been 37.02 
per cent, and the recovery would have 
been $10,089.06, or $8,151.37 more than 
was actually collected. Actually, the 
policyholder should not have used the 
reporting form unless it was his intention 
to meet all the requirements, and he 
should have been fully informed on such 
requirements. In general, the inventory 
records should be kept in such a way that 
it is simple to make reports. 
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One bad situation that sometimes de- 
velops in highly seasonal warehousing of 
stock illustrates a principle which can be 
applied to a number of industries. Sup- 
pose, for example, that during June a 
manufacturer of fruit crates ships to 
Cobden, in the center of the peach-grow- 
ing section of southern Illinois, crates 
valued at $10,000. A loss occurs on July 
20, before the report of values has been 
filed for June 30 and before the crates 
have been sold to the fruit producers. 

At the close of the previous season, 
crates valued at $1,000 remained in stock 
for the fall, winter, and spring, and man- 
agement conservatively reduced this in- 
ventory value to $500 and mistakenly re- 
ported its value at $500 instead of $1,000, 
the correct figure. Therefore, since the 


policyholder was reporting only 50 per 
cent of values on May 31, a 50 per cent 
penalty applies, and of the $10,000 loss 
only $5,000 is payable by the insurance 
company. 

The application of this full reporting 
clause (which is roughly the equivalent 
of a coinsurance clause) is such that the 
policyholder may well be penalized more 
severely than if he had purchased specific 
insurance and had failed to comply with 
the coinsurance requirements. Under the 
provisional form, one is obligated to pro- 
vide 100 per cent insurance to value. On 
the other hand, under a specific form 
without the reporting feature, the 80 
per cent coinsurance clause will serve 
practical purposes and in certain cases 
may provide greater recovery. 


—Tower Belt. American Business, January, 1953, p. 26:2. 


CREDIT INSURANCE: EXPANSION AHEAD 


wsvurinc the solvency of a 
credit applicant is not a new practice, 
it is becoming increasingly widespread 
as credit in general continues to expand 
and the inclination grows among business 
men to insure against all hazards. 


In its strictest sense, credit insurance 
refers only to a guaranty of the debtor's 
ability to repay. This type of insurance 
is issued on manufacturers, wholesalers 
and jobbers, but rarely on retailers. How- 
ever, consumer credit life insurance, an 
offshoot of the parent type, can reach 
today every transaction of any signifi- 
cance, from the buying of household 
goods to the purchase of a car. 

The current premium volume of credit 
insurance proper is estimated at $7 to $8 
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million. It seems likely that further ex- 
pansion will take place in the near future. 
Credit agencies report a rising percentage 
of past-due accounts receivable, and in 
the view of many business men the un- 
precedently high volume of installment 
credit is in itself reason enough for seek- 
ing insurance protection. 

Distributors, merchandisers, and other 
extenders of commercial credit can pur- 
chase insurance that will protect them 
against abnormal losses—those that exceed 
the norm for the particular business— 
but not against losses that are routine 
in terms of past experience. Policyholders 
are required to pay a fixed percentage of 
losses, even when the insurer indemnifies 
them. Though the percentage is small, 
ranging usually from 10 per cent to 20 
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per cent, it preserves the character of 
credit insurance and tends to keep the 
creditor from overextending himself. It 
protects working capital, but not profit 
margins. 

An unexpected dividend often comes 
in the form of smoother relations between 
credit and sales departments—an area of 
perennial friction in many businesses. 


Sales can be assured that credit is granted 
where it is warranted, and the credit de- 
partment has the judgment of the insurer 
to bolster its own decisions. 

Most important, however, credit pro- 
tection acts as a counter-weight to over- 
expansion in periods of business optimism 
and to needless contraction in periods of 
business pessimism. 


—The Biddle Survey (Biddle Purchasing Co., New York), February 3, 1953, p. 2:1. 


GE’s Benefit Plan: 50 Years of Progress 


MORE THAN 248,000 present and retired employees of the General Electric Com- 
pany are now participating in its health and life insurance plan, which is entering 
its second 50 years of operation. With company assistance back in 1902, a 
mutual benefit association was formed which assured its members of $5 weekly 
for 10 weeks in a 12-month period, for which dues were 10 cents a week. 


Today employees have available $2,000 to $20,000 in life insurance, depending 
on their earnings; $2,000 for accidental death or dismemberment; and $25 to $40 
in weekly accident and sickness insurance. The G-E insurance plan also pays up to 
$10 a day for a semi-private hospital room with a maximum of $700, plus up to 
$100 and 75 per cent of the next $2,000 for special hospital services. Qualified 
persons may receive hospital and surgical benefits after they reach 65 (60 for 
women) up to a total of $500 for the rest of their lives. 


The first group life insurance plan was offered by the company in 1920 and in 
December, 1950, a new plan was instituted which wrapped up life insurance and 
health insurance in one package. Since the new plan was put into operation, more 
than 100,000 health insurance claims have been paid and 98 per cent of the 
company’s 215,000 employees are members. 

The original plan 50 years ago was paid for entirely by employees; today more 
than two-thirds of the cost is contributed by the company. More than 13,500 
former employees are receiving pensions under the company’s pension plan. When 
the plan was started in October, 1912, the maximum payable was $125 a month. 
Now $125 a month is the guaranteed minimum retirement income (including Social 
Security) for employees reaching normal retirement age after 25 years of service. 

—The Eastern Underwriter 12/5/52 


AMA SPRING INSURANCE CONFERENCE 


The Spring Insurance Conference of the American Management As- 
sociation will be held Monday-Wednesday, May 18-20, at The Hotel 
Statler, New York. 
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HOW MEDICAL CATASTROPHE INSURANCE WORKS 


A sasic PLAN of hospital-surgical-medi- 
cal insurance is today an essential part of 
a comprehensive employee benefit pro- 
gram. But there has long existed a need 
for a supplemental form of group insur- 
ance to protect against less frequent but 
financially more disastrous major injury 
or sickness. 

In order to meet this need, some 100 
companies, large and small, have in the 
last year or two adopted major medical 
expense insurance for some or all of their 
employees. Others will doubtless follow. 
It now seems timely, therefore, to outline 
some features of present-day plans for 
executives who may wish to study the 
problem in their own companies. 

Major medical expense plans—some- 
times called catastrophe or extended med- 
ical expense—tend to have four basic 
similarities, although numerous variations 
have been developed to satisfy local needs, 
company preference, or insurance carrier 
policy. We shall touch on some of these 
as we outline the major areas of similarity. 

Eligibility. Most major medical expense 
plans are today restricted to salaried em- 
ployees (often tc those earning over a 
certain amount, such as $500 a month) 
and their dependents. The principle in- 
volved is that medical costs, particularly 
doctor’s fees, are customarily higher for 
those in white-collar and upper income 
brackets. However, it is probable that in 
time more plans will be offered to larger 
groups of employees. 

Deductible. Major medical plans al- 
most always have an initial deductible 
amount paid by the employee. There 
are three ways of defining the amount to 
be deducted from accumulated medical 
expenses before benefits are paid: 


Flat Amount—Not directly related to the 
basic plan, but may be large enough, such 
as $500 or $750, to avoid most duplica- 
tion of benefits. In a few cases the indi- 
vidual deductible increases with salary. 


“Corridor” —A fixed gap between the basic 
and supplemental plans where the deduct- 
ible—for example $200—applies in addi- 
tion to payments under the basic plan, 
before major medical benefits start. 


Family Benefit—All family medical ex- 
penses during a stated period accumulate 
toward the deductible, often defined as a 
fixed amount—say $500—or benefits re- 
ceived under the basic plan, whichever is 
greater. 


Coinsurance. A third feature, coinsur- 
ance, is based on the principle that the in- 
sured should have a financial stake in keep- 
ing the cost of claims down. Having him 
pay 20 per cent or 25 per cent of covered 
expense discourrges the use of unneces- 
sary services. The major medical plan 
pays the remaining cost over the deduct- 
ible and up to the maximum. 

Maximum. Instead of the limitations 
on individual items found in basic plans, 
major medical insurance commonly sets 
an over-all dollar maximum. This can 
range from $1,500 to $10,000, with the 
most frequent limit being $5,000 in total 
payments from the plan. Moreover, there 
is usually a maximum period for which 
benefits are payable. One of the many 
variations in definition is between a maxi- 
mum that applies per disability and one 
that applies per benefit period, generally 
one or two years from the start of cov- 
ered medical expense. A few plans com- 
bine the two, with a maximum for each 
disability within a one-year limit. 

Here are some other provisions of typi- 
cal plans: 

Covered Expenses. Generally all costs 
for treatment in hospital or at home, in- 
cluding private nurse care. 
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Excluded Expenses. Workmen's com- 
pensation cases; dental bills; routine eye 
and physical examinations; hearing aids; 
cosmetic surgery; normal pregnancy; war- 
caused injury; anything not prescribed by 
a physician. 

Cost. There is still a wide spread in 


actual claim experience. Typical initial 
rates may range from less than $1.50 to 
over $3 a month for employees, and $2 
to $5 more for all dependents. A ma- 
jority of plans now provide that the em- 
ployee pay the entire cost. In a growing 
number, however, the company assumes 


a part of the cost, and traditional group 
surance. A plan should provide for rate insurance practice would indicate this to 
changes or dividend refunds to reflect be the probable future trend. 


—The TPF&C Letter (Towers, Perrin, Forster & Crosby, Inc., 12 South 12th Street, 
Philadelphia 7, Pa.), January, 1953. 


The Trend Toward Minimum Pensions 


MINIMUM PENSION PROVISIONS are no longer the exception in conventional indus- 
trial retirement plans, it appears from a recent Bankers Trust Company survey of 
pension plans covering 3 million employees in 65 different industries. Of the 
conventional plans (as distinguished from pattern plans) studied in the survey, 
63 per cent provide minimums expressed in dollars. The comparable figure in 
the years 1948-1950, as shown by an earlier survey, was 28 per cent. 


Of the 217 conventional plans examined in the current survey, 137 have a 
minimum dollar provision. Their minimum benefit formulas, however, differ 
widely. In contributory plans, the minimum is sometimes increased by the actuarial 
equivalent, or by some figure approximating the actuarial equivalent, of employee 
contributions. 


In general, the dollar minimum pensions fall into three categories: 


1. Eighty-six of the plans have dollar minimums which include the entire 
primary Social Security benefit, as well as the regular benefits of the 
plan, in determining what additional payment—if any—is to be made to 
the employee. The most common minimum provided is $1,200 per 
year after 25 years of service. 


. Five plans have dollar minimums which include only half of the primary 
Social Security benefit. These provide $1,200 per year after 20 or 25 
years of service. 


. Forty-six plans have dollar minimums which are independent of the pri- 
mary Social Security benefit. In this group, 19 plans set the minimum 
between $401 and $500 annually. Minimums provided by other plans 
range from less than $200 to more than $800 per year. 


Ninety-seven pattern plans (plans adopted as patterns by certain international 
unions and thereafter negotiated with companies) were covered by the survey. All 
of these provide either a minimum pension or a flat pension which is equivalent to 
a minimum. Usually the amount is set at $1,200, including primary Social Security 
benefit, after 25 years of service. 

—A Study vf Industrial Retirement Plans (Bankers Trust Co., New York), 1953 


the premium rates for major medical in- 


AMERICA’S BIGGEST BUSINESS is the Metropolitan Life Insurance Co. with its $10.9 
billions worth of assets. This huge sum could swallow the assets of all three of the 


big industrial giants, U. S. Steel, General Motors and Du Pont. 
Met is the Bell System. . 
—Baick Talk (J. M. Kesslinger & Associates, Newark, N. J.) 
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Size of Life Policies Doubles in 12 Years 


AMERICANS are buying much larger life insuranz. policies today than they did 
before World War II, the percentage increase in the average size of the policies 
being slightly greater than the rise in cost of living during the period, according 
to the Institute of Life Insurance. Aggregate purchases, in dollar amounts, in- 
creased moe than 100 per cent between 1940 and 1952, while over-all living costs 


went up 90 per cent. 


An increase in policy size has been recorded on all types of life insurance since 
1940. The average size of group life insurance certificates in new plans set up in 
1952 was $1,500—about 75 per cent larger than in 1940. 


—Insurance Advocate 2/28/53 


Also Recommended « es 


WAREHOUSEMAN’S LIABILITY. By Robert A. 
Wherry. Best's Insurance News (75 Fulton 
Street, New York 38, N. Y.), December, 
1952. Manufacturers who fail to understand 
the limited nature of the warehouseman’s 
liability, as compared to that of the carrier, 
may suffer unexpected losses when damage 
occurs to goods in storage. This article dis- 
cusses the concept of reasonable care and 
diligence in warehousing operations, explores 
its implications for the shipper, and explains 
the special circumstances under which the 
carrier becomes a warehouseman in respect to 
legal liability. 


INSURANCE IN A COMPETITIVE WORLD. Best’s 
Insurance News (75 Fulton Street, New York 
38, N. Y.), February, 1953. An over-all re- 
view of past and present trends in the insur- 
ance field such as the increasing number of in- 
surance carriers, the growth of multiple-line 
underwriting, and the impact of motor trans- 
portation on insurance rates. Without rigid 
enforcement of motor vehicle laws, better 
programs of driver education, and extensive 
of outdated highways, the ar- 
ticle points out, the increasing adoption of 
compulsory insurance is almost inevitable. 


IN-TRANSIT DAMAGE—YOUR RESPONSIBILITY? 
Flow (1240 Ontario Street, Cleveland 13, 
Ohio), February, 1953. When a shipper puts 
his products in the care of a railroad or a 
trucking company, he may think that all re- 
—— rests with the carrier until the 
shipment reaches its destination. In many 
cases, the law holds, the carrier is absolved of 
responsibility for damage in transit. This ar- 
ticle cites three court decisions in which the 


shipper was held liable for damage: (1) re- 
sulting from improper or faulty packing and 
reparation for shipment; (2) caused solely 
y the operation of natural law upon the 
goods; and (3) where the shipper undertook 
to ship carload lots and to do his own load- 
ing. In a fourth case, the carrier was ruled 
liable because negligence on its part materially 
contributed to the damage. 


DESCRIPTION OF A MODERN MORTALITY TABLE 
FOR JUDGING THE ADEQUACY OF THE FUND- 
ING BASIS OF PRIVATE RETIREMENT PLANS. 
By Ray M. Peterson. Equitable Life Assurance 
Society (393 Seventh Avenue, New York 1, 
N. Y.), 1953. Available gratis from Group 
Annuity Division, Group Department, Equit- 
able Life Assurance Society. This booklet con- 
tains a series of charts, with accompanying 
comments, showing past and projected de- 
creases in mortality, the resulting changes in 
anticipated life expectancy, the number of in- 
dividuals surviving to pension age, and the 
financial impact of these trends upon pension 
costs. 


ILLEGAL PENSION AND WELFARE FUNDS. By 
Isidore Katz and David Jaffe. Labor Law 
Journal (Commerce Clearing House, Inc., 214 
North Michigan Avenue, Chicago 1, IIl.), 
January, 1953. Employers and unions may 
suffer multi-million-dollar consequences, the 
authors warn, if they fail to heed the decision 
handed down in the recent Jandel case, which 
held that both the employer and the union com- 
mitted unfair labor practices by providing in 
the collective bargaining agreement that par- 
sy, om in the employee welfare fund should 
be limited to members of the union. 
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Is there a gap in your indurance program? 


AMA INSURANCE 


MAY 18-20, 1953 HOTEL STATLER NEW YORK, W. Y. 


meet but to anticipate the needs expressed by the consuming public, whether for new 
products, new services, or-——more specifically—for new insurance coverages. A notable 
example: Corporations have long desired “all risk” policies. One response to this 
need has been the issuance, after careful study, of the Manufacturer’s Output Policy, 
combining fire and inland marine coverages. Another case in point: the recent 
introduction of the catastrophe medical policy, which plugs a major gap in hospital- 


ization insurance. These; and other new developments in insurance, will be discussed 
at this Conference. 


© What We Expect from an Insurance Department: 
a fop corporate officer speaks 

Experience in Use of Manufacturer's Output Policy 
Insurance Requirements for Contractors and Subcontractors 
Settling a Business Interruption Loss 
Using Statistical Records Effectively in the Insurance Department 
Standards for Determining Insurance Needs for Specific Risks 
Economic and Social Dangers in High Claims and Awards 


& Two Important Panels 4 


A CASE STUDY IN DETERMINING INSURABLE VALUES 
A case history illustrating how insurable values on a building are initially 
determined and how these values change over the years. 
IMPROVEMENTS IN HOSPITALIZATION COVERAGES 


A description of the newest plans being offered for basic hospitalization 
coverage plus medical, surgical, and catastrophe insurance. 


INSURANCE WORKSHOP EXHIBIT 


Numerous members have told us how valuable they found our previous work- 
shop exhibits. Here you can see the insurance forms, manuals, and programs 
used by manufacturing companies in every part of the country. 


AMERICAN MANAGEMENT ASSOCIATION 
330 West 42nd Street New York 36, N. Y. 
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BOARD OF DIRECTORS 
AMERICAN MANAGEMENT ASSOCIATION, INC. 


OFFICERS 
Chairman of the Board— Hancock, Partner, Lehman Brothers, New N.Y. 
G. Mitcuet, President, Products, Inc., 
Second Vice President, Metropolitan Life Insurance Company, New York, 


$80 West N. Y. 


General Management—Jauzs D. W President, Biadew Santerd Corpet Company, Tae. New 

L. H. Director Relations, Pittsburgh Plate Glass Company, Pitts- 
enna. 

Office B, Vice President, Hardware Stevens Point, Wisc. 

Manufacturing—Hort P. Srzzxz, Vice President, Benjamin Electric Manufacturing Company, Des Plaines, 


>» cw 

Packaging Consultant, American Home Products Corporation, New York, 
Finance—Joszrm M. Financial Vice President, Jewel Tea Company, Inc. 
H. Scurnpierx, Manager, The Youngstown Sheet Com- 


pany, 
: Past Chairman of the Board 
W. L. Batt, Divector, SKF Industries, Inc., Philadelphia, Penna. 


Past Presidents 
C. S. Curne, Consultant, W: D. Cc. 
W. J. Grama, Life Assurance Society of the United States, Mew York, 
DIRECTORS 


Term Ending 1953 


Roy A. Brapr, Vice President—Sales, The Maytag Company, Newton, I 
Lyman B. Bratnenp, President, The "Hartford Steam Boiler Inspection oa Insurance Company, Hartford, 


Hanotp V. Cozs,* Retired Vice President, vis, New N. Y¥. 
J._ Nance, President, Motor Car y, Detroi 
ames L. President Marshall Field & Company, Chi 
Vice President in Charge of Planning & sont, Republic Steel Corporation, 


ae & Sane Department of Business and Engineering Administration, Massachusetts Institute of 


, Cambridge, Mass. 
Term Ending 1954 


of ion, New York, N. Y. 
Joux C. Framicax, Vice Taxes Distribution Divi 


Houston, Texas. 
ussetz B. Manager, Insurance Department. Philadelphia, Penna. 
cx B, Vice Deve York, N. ¥ 
Joux MacDownatp, Partner, e&H ork, 


mosvewon S. McKez, Vice Presi Talon, Inc., Semin: 
C. Mutienvore, President, Southern Edison Company, Los 
Kerra Powttson, Vice President and Controller, Arms Cork Lancaster, 
A. A. Stausaves,® Chairman of the Boord, The Standard Oil Ohio), Cleveland, Ohio, 


Term Ending 


‘oun E. Basstut, President, American Enka 
Ss A. Bresxrn, President, Breskin Publica New York, N. 
G. Caries, ’ President, Inland Steel Container Co., Chicago, 
Ricuary DeMorr, President, SKF Inc., Philadelpb'a, Penna. 
, ident, Ohio Wesleyan University, Delaware, Ohio. 
Grenvittz R. Horven,* President, F. C. H 
President Boston, M 


Exaer L. Lr , President, The Cleveland Electri Tiaminating Co. Ohio. 
ER NDSETH ic 
Croup Wamrter, President, Carrier Corporation, Syracuse, N. 


® Member of Executive Committee. 
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